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Subject of meeting:
HB 218 -  OMNIBUS INSURANCE REFORM

Official Buaineaa

PLEASE P R IN T !  
N A M E PHONE R E P R ESEN TIN G

0 0  YOU W A N T 
T O  T E S T I F Y  ?
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)9)CHIA Financial Projections (1997-1999) 
20% Claim Trend

Scen ar io  3: y V 7  U p  [ ^  j ) :
1 participant per month growth, current premiums (175%  of standard) through 1997 and increased at 10%  after 1997

Actual 4 #
1 1993 1994 1995 1996 | 1997 1998 1999

Average Members 23 110 167 189 194 206 218

Paid Premiums 88,375 348,744 479,001 610,173 698,400 815,760 949,608
Paid Claims 154,910 474,619 1,903,747 1,672,490 1,400,742 1,784,862 2,266,602
Administrator Expenses 35,600 101,587 155,183 243,832 262,645 315,872 334,272
Board Expenses 16,563 17,971 23,366 25,370 25,000 25,000 25,000

Net Liability to be Funded (118,698) (245,433) (1,603,295) (1,331,519) (989,987) (1,309,975) (1,676,267)

Estimated Assessable
Health Premium 317,000,000 347,000,000 362,000,000 392,000,000 424,000,000 460,000,000 499,000,000

Required Assessment as a
% Premium 0.04% 0.07% 0.44% 0.34% 0.23% 0.28% 0.34%

Required Assessment as a 
% Premium without State 
Employee Premium 0.06% 0.11% 0.71% 0.51% 0.35% 0 42% 0.49%

/ a/



A T T A C H M E N T S

Adm in is tra tive Costs by State 
1995

Average Per Participant
State # Partic ipants Admin Cost oer Month
WY 240 21,406 7.45
ND 1,378 201,809 1 2 . 2 0
Wl 10,188 1,847,775 15.11
OR 4,329 806,328 15.52
NE 3,349 627,948 15.63
MN 31,974 6,563,213 17.11
IA 1 , 2 2 0 256,489 17.52
MO 1,019 219,190 17.93
CA 19,277 4,400,000 19.02
KS 786 196,328 20.83
MT 295 73,964 20.93
MS 723 200,640 23.14
FL 2,038 571,665 23.38
WA 1,085 311,910 23.97
NM 991 322,636 27.13
IN 4,561 1,595,978 29.16
CT 1,257 505,818 33.55
CO 1,747 717,432 34.23
UT 695 311,122 37.30
SC 1,171 546,618 38.90
IL 4,780 2,526,158 44.04
LA 459 443,901 80.59
AK 95 154 178,909 97.13
AK 96 184 269,202 121.92

Maximum cost per pa rtic ipan t per month: 97.13
M inimum cost per partic ipan t per month: 7.45

Average cost per partic ipan t per month: 26.12

* Source: Comprehensive Health Insurance for High-risk 
Individuals, Communicating for Agriculture, 1996 Report



S h ir le y , 4/1, 9:42

Karen, 3744, in Rep. Hudson's office called and she was looking a t the L&C meeting 
scheduled for Saturday and it says it's a subcommittee meeting. That's confusing to 
her and she wants to double check on it.

4/1, 9:42, 4607

Katie Campbell, 4067, Div. of Ins., called regarding the L&C meeting tomorrow re: 
KK Bill. They request that the Chairman of the Comprehensive Health Insuranc 
association be at the hearing via teleconference. His name is Cecil Bfk^rk, 402-35lj

2534, U l U  ]■
4/1, 9:48

Ken Freeman for Shirley. Please call back a t 3804.
0 r -

4/1, 11:21

Pete Kinneen, Anchorage, 279-3323, called on the status of HB 161, deregulating 
trash, L&C hearing on 1/5. wants to know what’s going on.



ALASKA STATE LEGISLATURE 
House of Representatives

REPRESENTATIVE NORMAN ROKEBERG, CHAIRMAN 
REPRESENTATIVE JOHN COWDERT. VICE Cl IAIRMAN 
REPRESENTATIVE BILL HUDSON 
REPRESENTATIVE JOE RYAN 
REPRESENTATIVE JERRY SANDERS 
REPRESENTATIVE TOM BRICE 
-  LPRESENTATIVE GENE KUBINA 
COMMITTEE HEARING ROOM 17 STATE CAPITOL

COMMITTEE MEMBERS:

STATE CAPITOL, ROOM 24 
JUNEAU. AK 99801-1182 
PHONE: (907) 4654954 
FAX: (907) 4652040

ANCHORAGE, AK 99501 
PHONE: (907)258-8191 
FAX: (907)258-2916

SESSION:

INTERIM:
716 WEST 4TH AVENUE, SUITE G40

L a b o r  a n d  C o m m e r c e  C o m m i t t e e

M EM ORANDUM

TO: Representative John Cowdery, Vice Chairman

Representative Bill Hudson 

Representative Joe Ryan 

Representative Jerry Sanders 

Representative Tom Brice
f P o n r o c - o n to f ix / c i  n o n o  I f  i iK in * ^

s u b j e c t : HB 218 - Omnibus Insurance Reform

The Division of Insurance, Department of Commerce and Economic Development has requested that the 

House Labor and Commerce Committee introduce HB 218, Omnibus Insurance Reform. Ms. Marianne Burke, 

Director will be making the presentation to our committee. The department has provided a sectional analysis 
of the bill.

Committee staff has spoken with the staff to the Senate Labor an''’ Commerce Committee and several 

changes have been made to the original version that was introduced. The Senate has recommended that we 
try to conform our bill to theirs to expedite passage this session

FROM:

DATE: March 21, 1997

If you have any questions, please have your staff contact Shirley Armstrong at 465-4954.
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Section 1. A S 21.06.030

3 -2 7 -7 7

SECTr t B ^ / T YSES m  0 3  1 9 9 7

T he D ivision  o f  Insurance has routinely secured public input on insurance regulatory issues using a 
variety o f  advisory com m ittees. V olunteers, including many insurance professionals provid ing technical 
input, have served without com pensation  from  the state, recogn izing that i f  transportation or per diem  
expenses w ere paid by the d iv ision  the costs w ou ld  be passed back to them through higher licensee fees 
or higher insurance prem ium s reflecting increased administrative costs. T he possib ility  that payment 
might be required under A S  39 .2 0 .1 8 0  has recently been brought to the d iv is ion ’ s attention. This section 
w ould  reaffirm  that persons participating on  div ision  advisory com m ittees d o  not receive paym ent for 
transportation or per diem  expense.

S ection  2. A S  21 .06 .110

Updates inform ation required to be included in the d iv is ion ’ s annual report to reflect current practices 
regarding issuance o f  certificates o f  authority and primary regulation o f  dom estic insurers.

S ection  3. A S  21 .0 6 .1 6 0 (a ). E x a m in a tion  C ost.

C larifies this subsection to a llow  the calculation o f  a reasonable per hour charge for exam ination services 
to include approxim ated division  overhead expenses such as w ord processing services, facilities and 
supplies, com puter systems, etc. and that ou t-o f-p ock et expenses including travel costs shall be paid by 
the person being exam ined.

S ection  4. A S  2 1 .0 9 .2 1 0 (b ). P rem iu m  T a x  P a ym en t -  A d m itted  In su rers.

A llow s the d irector to determ ine the m ethod o f  payment o f  prem ium  taxes to reflect tech n ology  changes 
such as e lectronic payments and to co lle c t  prem ium  taxes quarterly.

S ection  5. A S  2 1 .0 9 .2 1 0 (d ). P rem iu m  T a x  P aym en t - A d m itted  W et M a rin e  an d  T ra n sp o rta tio n  
Insurers.

A llow s the d irector to determine the m ethod o f  payment o f  prem ium  taxes to reflect tech n ology  changes 
such as e lectronic payments and to co lle ct  premium taxes quarterly.

S ection  6. A S  21 .09 .245 . A m e n d m e n ts  to C ertifica te  o f  A u th ority .

A  new  section that requires an authorized insurer to file with the division within 30 days a name change, 
dom iciliary state change, or other inform ation on its certificate o f  authority. A m endm ent to the insurer’ s 
articles o f  incorporation or bylaw s, a change o f  business address or phone num ber, and other inform ation 
as designated by the director must be filed  within 90 days, and provide for penalties for noncom pliance.

S ection  7. A S  2 1 .09 .320 , M a in ten a n ce  o f  R e co rd s .

This new  section  that identifies w hich records are required to be kept by admitted insurers dom iciled  in 
another state. Retention times are specified . D om estic insurers are subject to existing and unchanged 
provisions. T he lack o f  requirements for other admitted insurers has im peded the d iv is ion ’ s regulatory 
oversight including exam inations and other investigations.

S ection  8. A S  2 1 .1 2 .0 2 0 (a )(4 )(A )(iii) . A ccre d ite d  R e in su rer  Q u a lifica tion s .

R em oves a requirement for a certification  o f  insurer solvency  from  an insurer’ s dom iciliary regulator 
because som e foreign countries d o  not provide such certifications. Certification w ill still be required 
from the insurer’ s public accountant.

MB/pli-obilseca.wpd/Rav. 3/12/97(2)



Revision to this subsection adds stop loss insurance to the definition o f  health insurance to affirm that life 
and health insurers are permitted to write stop loss coverage.

Section 10. AS 21.12.050. Stop-Ioss in su ran ce  defined. /  y  v  —  v  r/i '  t

Definition o f  stop-loss insurance'as referenced in AS 21.12.050.— — —1 ^ 7

Section 11. AS 21.14.010(a). R isk  B ased C ap ita l Filing. — ------

Clarifies that a domestic insurer must subm it its risk based capital report to the director w ithout a specific 
request.

Section 12. AS 21.14.200(18). R isk  B ased C ap ita l In stru c tio n s. < .

Clarifies that instructions can be adopted by order o f  the director after an open m eeting since the /j j
V#/' t

Section 9. AS 21.12.050. Health insurance defined.

complexity o f  the calculation, its continual refinement, and insurer need for nationwide consistency,, j .  
regulations are an inappropriate way to provide instructions to insurers. , f ' '  ^ )

 •* = * -•Section 13. AS 21.18.050(4). C ap ita l s tock  an d  liabilities charged  ag a in st assets. f

Requires that the minimum reserves for health insurance established in AS 21.18.080-21.18.086 be 
charged against an insurer’s admitted assets for the purpose o f  determining the insurer’s statutory 
financial condition.

Section 14. AS 21.18.080. R eserve s ta n d a rd s  fo r hea lth  insurance.

Adopts a more well defined and appropriate standard for minimum reserves for health insurance. 
Requires that reserve adequacy be determined by a gross premium valuation considering the sum o f  
policy reserves, claims reserves, and premium reserves established under AS 21.18.082-AS 21.18.086.

Section 15. N o v  sections a rc  added  to p rovide fo r m in im um  health  in su ran ce  reserve  s tan d a rd s .

AS 21.18.082. Policy reserves fo r  hea lth  insurance.

Defines which policies require a policy reserve and how to calculate the reserve based on 
minimum standards relating to interest rates, policy termination, morbidity, and reserve method.

AS 21.18.084. C laim  reserves fo r  hea lth  insurance.

Establishes that claim reserves are required for all incurred and unpaid claims, including 
associated expenses, on health insurance policies.

AS 21.18.086. P rem iu m  reserves fo r hea lth  insu rance.

Establishes premium reserve requirements that include standards for accounting, discounting, 
methodology, and minimums levels o f  unearned premium reserves as they relate to policy 
reserves.

Section 16. AS 21.21.410. C u sto d ian  A greem ents.

Requires that a written agreement must exist between an insurer and the custodian o f  its assets, securities, 
or investments. The agreement must require that the custodian will indemnify for losses if  loss results 
from theft, mysterious disappearance, damage or destruction, or negligence or dishonesty o f  the 
custodian’s officers, employees, or agents. The agreement must require the custodian to promptly replace

MB/pb-obilseca.wpd/Rcv. 3/12/97(2) -2 -



an asset or value o f the asset. A bank, trust company, or securities firm may serve as custodian if 
authorized by the insurer and approved by the director.

Section 17. AS 21.27.010(1)(2)(B).

Editorial revision to make “or” the appropriate connector consistent with identical language in (g)(1) 
the section.

Section 18. AS 21.27.010(1). Attorney-in-fact License Exemption.

/
Clarifies that an attomey-in-fact o f a reciprocal insurer who meets the qualifications to be exempt from 
licensure as an attorney-in-fact is not required to be licensed under AS 21.27 as a managing general agent.

Section 19. AS 21.27.040(a). Application for License.

Codifies current procedure that requires an applicant to certify under oath that the information provided 
on a license application is true and correct.

Section 20. AS 21.27.370(b). Shared Commissions.

Reaffirms that an-unl icenseS^-i’acfn may not share or receive a commission or any form o f remuneration 
for business transacted in this state, nor may a licensee share commission or other form of remuneration 
with an unlicensed person.

Section 21. AS 21.27.390(b). Tem porary License.

Conforms AS 21.27 with the requirement to issue a temporary license under AS 25.27.244 (Welfare 
Reform).

Section 22. AS 21.27.405(b). Investigation; cease and desist order.

Updates procedures to allow the director the flexibility to provide service o f notice to a person in the most 
effective and efficient way.

Section 23. AS 21.27.440(a). Fines.

Provides authority for the director to fine an unlicensed person who illegally transacted the business of 
insurance and received a commission or other form of remuneration.

Section 24. AS 21.27.640(b)(5)(D). Third Party A dm inistrator License Application.

Gives a third-party administrator applicant an option to submit certified financial statements for its period 
o f operation if operations have been for less then two years in order to remove a barrier to start up 
operations for an applicant who would otherwise be qualified to act as a third-party administrator.

Section 25. AS 21.34.040(c)(4). Unauthorized Insurers - L loyd’s Syndicates.

Establishes solvency requirements for each syndicate or insurer o f Lloyds or a similar operation.

Section 26. AS 21.34.040(c)(5). Unauthorized Insurers - Insurance Exchange.

Establishes solvency requirements for each syndicate o f an insurance exchange created by the laws of 
another state.

MB/pb-obilseca.wpd/Rfiv, 3/12/97(2) -3-



A llow s the director to determine the m ethod o f  paym ent o f  prem ium  taxes to reflect tech n ology  changes 
such as electronic payments and to co lle c t  prem ium  taxes quarterly.

S ection  28. A S  2 1 .3 4 .1 9 0 (a ). U n a u th orized  F ilin g  Fee.

C larifies that the one percent fee on gross prem ium s is calculated on  the gross prem ium s reported on  the 
statement o f  surplus lines tax required under A S  2 1 .3 4 .1 8 0 (b ), w hich  has been am ended to a llow  the 
director to require reporting m ore often  than annually.

S ection  29 . A S  2 1 .3 6 .0 9 5 (e )(5 ). C h ild  co v e ra g e ; e n ro llm en t, n on cu stod ia l paren ts  and  
d iscr im in a tion .

Clarifies that the C om prehensive Health Insurance A ssociation  is the entity subject to the requirements o f  
the section.

Section  30. A S  21 .36 .185 .

Establishes a requirement based on the N A IC  M odel Unfair Trade Practices A ct for an insurer to 
_  maintain records regardingihl'^ 'U inplaints it receives. The record w ill assist the d iv ision  in evaluating an 

insurer’ s consum er practices.

S ection  31 . A S  21 .36 .240 . F a ilu re  to ren ew .

Clarify that an insurance p o licy  m ay on ly  be non-renew ed on its annual anniversary. This on ly applies to 
personal property and casualty insurance.

S ection  32 . A S  21 .36 .290 . P o licy  p er iod .

In con junction  with A S  21 .36 .240 , clarifies the annual p o licy  period and assures that rates for personal 
auto insurance m ay on ly  be changed on ce  every 6 m onths, even  i f  the p o licy  is wriften for a shorter time 
period.

S ection  33. A S  21 .36 .390 . N otice  to d ire c to r .

A dds a requirement that insurers and other licensees report producer defalcations, em bezzlem ents, or 
violations to the director in m uch the manner as currently is required for reporting claim  fraud. Lack o f  
tim ely reports to the division has resulted in situations in w hich  harm to the public or other insurers has 
been exacerbated. Requires licensees as w ell as insurers to report fraudulent claim s.

S ection  34. A S  2 1 .3 9 .0 4 5 (b )--  R isk  c la ss ifica tion : co n stru ctio n  in d u stry .

Clarifies that the credit scale recogn izin g  d ifferences in w ages paid applies on ly  to the construction 
industry.

S ection  35 . A S  2 1 .4 2 .1 3 0 (5 ). D isa p p ro v a l o f  fo rm s .

C larifies that rates for individual health insurance arc not sub ject to approval consistent with current 
statutes that d o  not provide a m echanism  or guidelines for such rate review .

S ection  3 6 . A S  21 .42 .205 . C o o rd in a t io n  o f  ben efits .

Requires that benefits provided under health insurance contracts be coordinated. This coordination  is 
applicable on ly  when an individual is covered  under m ore than one health insurance contract.

Section 27. AS 21.34.180(b). Premium Tax Payment - Unauthorized.

MR/ptjobilsecn.wptt/Rcv. 3/12/97(2) -4-



Section 37. AS 21.42.265.

Clarifies that insurance coverage changes required by a law change becom e effective  at renewal unless 
the law provides an earlier effective  date for the changes.

Section  38. A S  2 1 .5 4 .0 1 5 . R a te  requ irem en ts .

Requires that rates for group health insurance contracts not be excessive , inadequate, or unfairly 
discrim inatory to provide a consistent standard for all group health insurers.

Section  39 . A S  2 1 .6 6 .1 1 0 (a ). P rem iu m  T a x  P a y m en t -  T itle  In su ra n ce .

A llow s the director to determ ine the m ethod o f  payment o f  prem ium  taxes to reflect tech n ology  changes 
such as electronic payments and to co lle c t  prem ium  taxes quarterly.

Section  40. A S  2 1 .6 6 .3 9 0 (a ).

A dds investment in com e as one o f  the elem ents to be considered when evaluating the rates charged by 
title insurers.

-  S ection  41. A S  2 1 .6 9 .3 1 0 (£ p v £ itn u a l M eetin g  L o ca tio n .

A llow s the director upon sh ow  o f  g ood  cause to approve a dom estic insurer's request to hold its required 
annual m eeting in a city  outside o f  the location o f  its principal o ff ic e  or place o f  business.

Section  42. A S  2 1 .6 9 .5 2 0 (a ). B o rro w e d  F unds.

Requires director approval for an insurer to borrow  funds when a written agreem ent requires that the 
m oney be repaid on ly  out o f  the insurer’ s excess  surplus and rem oves perm ission for an insurer to borrow
m oney in this manner for any purpose o f  the insurer’ s business.

S ection  43 . A S  2 1 .7 5 .0 4 5 (a ). A tto rn e y -in -fa c t  L icen se  E xem p tion .

Expands the exception  for being  licensed as an attorney-in-fact to all reciprocal insurers. T he exem ption 
is allow ed when tiie attorney-in-fact is a w holly -ow ned  subsidiary o f  the reciprocal insurer w h o  on ly  acts 
for the one reciprocal. A ttorneys-in-fact w ho operate m ore than one reciprocal insurer must be licensed 
under this section.

S ection  44. A S  2 1 .7 6 .0 2 0 (b ). J o in t  In su ra n ce  A rra n g e m e n t R ep ortin g .

Specifies that the report prepared by a jo in t  insurance arrangement and filed with the legislative budget 
and audit com m ittee shall also be filed with the director.

S ection  45. A S  2 1 .7 6 .0 8 0 (e ). J o in t In su ra n ce  A rra n g e m e n t R e p o rt in g .

A llow s for the report filed by the jo in t insurance arrangement with its board o f  directors and the director
to be an audit based on generally accepted accounting principles rather than requirements established by 
the director. A  report filed with the director is open to public inspection unless specifica lly  precluded by 
statute.

S ection  46 . A S  2 1 .7 8 .2 9 3 (b ).

In order to reduce litigation over claim s and thereby expedite the closure o f  a receivership estate (to the 
benefit ">f insurance policyholders and other claim ants), the superior court shall review  and adopt the 
receiver’ s report on  claim s by using the substantial ev idence standard. T he period o f  d isapproving claim s 
is extended to 120 days.

.Vil/pb-obilseca.wpd/Rcv. 3/12/97(2) -5-



Updates term inology o f  participant provider contract requirements to reflect managed care compensation 
arrangements as well as traditional indemnity reimbursement.

S ection  48 . A S  2 1 .8 7 .1 5 0 (c )(1 ).

Updates term inology o f  participant hospital contract requirements to reflect managed care compensation 
arrangements as well as traditional indemnity reimbursement.

S ection  49 . A S  2 1 .8 7 .1 8 0 (a ).

Conforms form  filin g  requirements fo r medical and hospital service corporations to sim ilar requirements 
fo r other insurers subject to form  filing .

S ection  50. A S  2 1 .8 7 .1 9 0 (b ). S u b scr ip tio n  rates, fees, and  paym en ts.

Clarifies rat'' f ilin g  requirements. A llow s the director discretion to protect medical and hospital service 
corporations from  competitive disadvantage that may arise from disclosing rating formulas when other 
health insurers are not required to file  rates fo r approval and disclose rating formulas.

S ection  5 1 . A S  2 1 .8 7 .2 0 0 . R eserves.

Requires that hospital or medical service corporations have m inimum reserve standards and reporting 
consistent w ith  other health insurers.

S ection  52. A S  2 1 .8 9 .0 2 0 (g ) - -  S h o rt term  au to  p o licy .

C larifies that the requirements o f  AS 21.36.210 - 21.36.310 do not apply to seven-day policies.

S ection  53 . A S  2 1 .9 0 .9 0 0 (2 9 ).

A ffirm s  that certificates or other evidences o f  insurance covering Alaskans as insureds or beneficiaries 
under group, trust, association, or s im ilar policies are policies subject to AS 21, inc luding mandated 
coverages or mandated offers o f  coverage under AS 21.42.

S ection  54 . A S  2 1 .9 0 .9 0 0 (4 1 ). D e fin ition .

A new de fin ition  to specify what the term “ certified financial statement”  means in licensing requirements. 

S ection  55 . A S  21 .81 . C h a p te r  R epea l.

Corrects an oversight by repealing Chapter 81 that was superseded by legir ' en enacted in 1995 (AS 
21.09.310).

S ection  56 . E ffe c t iv e  D a te  f o r  C erta in  S ections.

Section 47. AS 21.87.140(c)(1).

Sections 4, 5, 27, 28,

S ection  57. E ffe ct iv e  D ate.

A ll other sections are to take effect on July 1, 1997.

MB/pb-obilscca.wpd/Rcv. 3/12/97(2) -6 -
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WPR 1 7 1997
S e c t io n  1. P U R P O S E . The purpose of sections 3, 11, 12, 31-34, 43-57, 59-90, 99-102, 108, 
110-116, and 119 of this Act is to implement the minimum federal standards for health 
care insurance enacted under P.L. 104-191 (Health Insurance Portability and 
Accountability Act of 1996).

Sec . 2 . A S  2 1 .0 6 .0 3 0 . D e p u t ie s  a n d  a ss is tan ts .
This section reaffirms that persons participating on division advisory committees do not 
receive payment for transportation or per diem expense. The Division of Insurance has 
routinely secured public input on insurance regulatory issues using a variety of advisory 
committees. Volunteers, including many insurance professionals providing technical 
input, have served without compensation from the state, recognizing that if transportation 
or per diem expenses were paid by the division the costs would be passed back to them 
through higher licensee fees or higher insurance premiums reflecting increased 
administrative costs. The possibility that payment might be required under AS 39.20.180 
has recently been brought to the division’s attention.

Sec . 3 . A S  2 1 .0 6 .0 8 5 . U n ifo rm  d a ta  an d  p r o c e d u r e s  f o r  h e a l th  c la im s .
The changes to this section make the terms consistent with the newly defined health 
insurance terms under the federal law(HIPAA)

Sec . 4 . A S  2 1 .0 6 .1 1 0 . D ir e c to r 's  a n n u a l r e p o r t .
Updates information required to be included in the division’s annual report to reflect 
current practices regarding issuance of certificates of authority and primary regulation of 
domestic insurers.

Se c  5. A S  2 1 .0 6 .1 6 0 (a ) . E x am in a t io n  C os t .
Clarifies this subsection to allow the calculation of a reasonable per hour charge for 
examination services to include approximated division overhead expenses such as word 
processing services, facilities and supplies, computer systems, etc. and that out-of-pocket 
expenses including travel costs shall be paid by the person being examined.

S e c  6 . A S  2 1 .0 9 .2 1 0 (b ) . P re m iu m  T a x  P a ym en t - A d m itte d  In su re rs .
Allows the director to determine the method of payment of premium taxes to reflect 
technology changes such as electronic payments and to collect premium taxes quarterly.

Se c  7. A S  2 1 .0 9 .2 1 0 (d ) . P re m iu m  T ax  P a ym en t - A d m it te d  W e t M a r in e  an d  
T ra n s p o r ta t io n  In su re rs .
Allows the director to determine the method of payment of premium taxes to reflect 
technology changes such as electronic payments and to collect premium taxes quarterly.

Sec  8. A S  2 1 .0 9 .2 4 5 . A m en dm en ts  to  C e r t i f ic a te  o f  A u th o r ity .
This is a new section that requires an authorized insurer to file with the division within
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30 days a name change, domiciliary state change, or other information on its certificate of 
authority. Amendment to the insurer’s articles of incorporation or bylaws, a change of 
business address or phone number, and other information as designated by the director 
must be filed within 90 days, and provide for penalties for noncompliance.

S e c  9. A S  2 1 .0 9 .3 2 0 . M a in te n a n c e  o f  R e c o rd s .
This new section that identifies which records are required to be kept by admitted 
insurers domiciled in another state. Retention times are specified. Domestic insurers are 
subject to existing and unchanged provisions. The lack of requirements for other 
admitted insurers has impeded the division’s regulatory oversight including examinations 
and other investigations.

S e c  10. A S  2 1 .1 2 .0 2 0 (a ) (4 ) (A ) ( i i i ) . A c c r e d ite d  R e in s u r e r  Q u a lif ic a t io n s .
Removes a requirement for a certification of insurer solvency from an insurer’s domiciliary 
regulator because some foreign countries do not provide such certifications. Certification 
will still be required from the insurer’s public accountant.

Sec . 11. A S  2 1 .1 2 .0 5 0 . H e a l th  in s u ra n c e  d e fin ed .
This section defines "health care insurance" which is consistent with the definition of 
"health insuance coverage" in P .L . 104-191 adding Sec. 2791(b) (42 U.S.C. 300gg-91(b)).
The federal definition differs from the current state definition and since Alaska's 
definition is more broad, the federal definition was defined as a subset of the Alaska 
definition. This section all adds stop loss insurance to the definition of health insurance to 
affirm that life and health insurers are permitted to write stop loss coverage.

S e c  12. A S  2 1 .1 2 .0 50 .
Definition of health care insurance and stop-loss insurance as referenced in Sec. 11 AS 
21.12.050.

S e c t io n  13. A S  2 1 .1 4 .0 1 0 (a ) . R is k  B a s e d  C a p ita l F ilin g .
Clarifies that a domestic insurer must submit its risk based capital report to the director 
without a specific request.

S e c t io n  14. A S  2 1 .1 4 .2 0 0 (1 8 ) . R is k  B a s e d  C a p ita l In s t ru c t io n s .
Clarifies that instructions can be adopted by order of the director after an open meeting 
since the complexity of the calculation, its continual refinement, and insurer need for 
nationwide consistency, regulations are an inappropriate way to provide instructions to 
insurers.

S e c t io n  15. A S  2 1 .1 8 .0 5 0 (4 ) . C a p ita l s to ck  an d  l ia b i l i t ie s  c h a rg e d  a g a in s t a sse ts .
Requires that the minimum reserves for health insurance established in AS 21.18.080-
21.18.086 be charged against an insurer’s admitted assets for the purpose of determining 
the insurer’s statutory financial condition.
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S e c t io n  16 . A S  2 1 .1 8 .0 80 . R e s e rv e  s ta n d a rd s  f o r  h e a lth  in su ran c e .
Adopts a more well defined and appropriate standard for minimum reserves for health 
insurance. Requires that reserve adequacy be determined by a gross premium valuation 
considering the sum of policy reserves, claims reserves, and premium reserves established 
under AS 21.18.082-AS 21.18.086.

S e c t io n  17 . N ew  se c t io n s  a r e  a d d e d  to  p r o v id e  f o r  m in im um  h e a l th  in s u ra n c e  
re se rv e  s ta n d a rd s .

A S  2 1 .1 8 .0 8 2 . P o l ic y  r e s e rv e s  f o r  h e a l th  in s u ra n c e .
This section defines which policies require a policy reserve and how to calculate the 
reserve based on minimum standards relating to interest rates, policy termination, 
morbidity, and reserve method.

A S  2 1 .1 8 .0 8 4 . C la im  re s e rv e s  f o r  h e a lth  in su ra n c e .
This section establishes that claim reserves are required for all incurred and unpaid 
claims, including associated expenses, on health insurance policies.

A S  2 1 .1 8 .0 8 6 . P r e m iu m  re s e rv e s  fo r  h e a l th  in su ran c e .
This section establishes premium reserve requirements that include standards for 
accounting, discounting, methodology, and minimums levels of unearned premium 
reserves as they relate to policy reserves.

S e c t io n  18. A S  2 1 .2 1 .4 1 0 . C u s to d ia n  A g re em en ts .
Requires that a written agreement exist between an insurer and the custodian of its 
assets, securities, or investments. The agreement must require that the custodian will 
indemnify for losses if loss results from theft, mysterious disappearance, damage or 
destruction, or negligence or dishonesty of the custodian’s officers, employees, or agents. 
The agreement must require the custodian to promptly replace an asset or value of the 
asset. A bank, trust company, or securities firm may serve as custodian if authorized by 
the insurer and approved by the director.

S e c t io n  19. A S  2 1 .2 7 .0 1 0 (f ) (2 ) (B ) . L ic e n s e  r e q u ir e d .
Editorial revision to make “or” the appropriate connector consistent with identical 
language in (g)(1) of the section.

S e c t io n  2 0 . A S  2 1 .2 7 .0 1 0 (1 ). A t to rn e y -in -fa c t  L ic e n s e  E x em p tio n .
Clarifies that an attomey-in-fact of a reciprocal insurer who meets the qualifications to be 
exempt from licensure as an attorney-in-fact is not required to be licensed under AS 21.27 
as a managing general agent.

S e c t io n  21 . A S  2 1 .2 7 .0 4 0 (a ) . A p p l ic a t io n  f o r  L ic en se .
Codifies current procedure that requires an applicant to certify under oath that the 
information provided on a license application is true and correct.
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S e c t io n  22 . A S  2 1 .2 7 .3 7 0 (b ) . S h a r e d  C om m is s ion s .
Reaffirms that an unlicensed person may not share or receive a commission or any form of 
remuneration for business transacted in this state, nor may a licensee share commission 
or other form of remuneration with M.n unlicensed person.

S e c t io n  23 . A S  2 1 .2 7 .3 9 0 (b ) . T em p o r a ry  L ic e n se .
Conforms AS 21.27 with the requirement to issue a temporary license under AS 25.27.244 
(Welfare Reform).

S e c tion  24 . A S  2 1 .2 7 .4 0 5 (b ) . In v e s t ig a t io n ; c e a se  a n d  d e s is t o r d e r .
Updates procedures to allow the director the flexibility to provide service of notice to a 
person in the most effective and efficient way.

S e c t io n  25 . A S  2 1 .2 7 .4 4 0 (a ) . F in e s .
Provides authority for the director to fine an unlicensed person who illegally transacted 
the business of insurance and received a commission or other form of remuneration.

S e c t io n  26 . A S  2 1 .2 7 .6 4 0 (b ) (5 ) (D ) . T h ir d  P a r ty  A d m in is t r a to r  L ic e n s e  
A p p lic a t io n .
Gives a third-party administrator applicant an option to submit certified financial 
statements for its period of operation if operations have been for less then two years in 
order to remove a barrier to start up operations for an applicant who would otherwise be 
qualified to act as a third-party administrator.

S e c t io n  27 . A S  2 1 .3 4 .0 4 0 (c ) (4 ) . U n a u th o r iz e d  In s u re r s  - L lo y d ’s S y n d ic a te s .
Establishes solvency requirements for each syndicate or insurer of Lloyds or a similar 
operation.

S e c t io n  28 . A S  2 1 .3 4 .0 4 0 (c ) (5 ) . U n a u th o r iz e d  In s u re r s  - In s u ra n c e  E x ch an g e .
Establishes solvency requirements for each syndicate of an insurance exchange created by 
the laws of another state.

S e c t io n  29 . A S  2 1 .3 4 .1 8 0 (b ) . P re m iu m  T a x  P a ym en t - U n a u th o r iz e d .
Allows the director to determine the method of payment of premium taxes to reflect 
technology changes such as electronic payments and to collect premium taxes quarterly.

S e c t io n  30 . A S  2 1 .3 4 .1 9 0 (a ) . U n a u th o r iz e d  F il in g  F ee .
Clarifies that the one percent fee on gross premiums is calculated on the gross premiums 
reported on the statement of surplus lines tax required under AS 21.34.180(b), which has 
been amended to allow the director to require reporting more often than annually.

Sec . 31 . - S e c . 3 4 ., S e c . 43 . - S e c . 5 6 . R e q u ir e d  C o v e ra g e s  o r  O ffe rs  o f  C ov e rag e .
References to health insurance terms in these sections were changed to be consistent with 
the new definitions, "health care insurance" in AS 21.12.050 and "health care insurer" in
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Use of the terms "health care insurance plan" and "health care insurer" generally clarifies 
that the applicability of these sections include MEWAs and, in three provisions, HMOs. 
This results from the use of the term "health care insurer" which is defined very broadly 
to include all entities that transact health care insurance. Note that the definition of 
"health care insurance plan" excludes limited benefit policies and supplemental coverages. 
In the cases where the provision is to apply to these types of policies it is explicitly added.

The changes to these sections were intended to make the sections consistent with each 
other in terms of applicability and with the newly defined health insurance terms under 
the federal law.

Note that:
S e c . 4 3 . A S  2 1 .4 2 .3 4 5  was modified to conform with the minimum federal 
standards pursuant to P.L. 104-191 amending the Public Health Service Act 
(PHSA) to add Sec. 2701(f) (42 U.S.C. 300gg(f)) regarding enrollment periods for 
dependents. The current provision applies to both individual and group plans while 
the federal law applies only to group plans. However, for simplicity the changes 
made to conform to the federal law were made to both individual and group 
policies.

S e c . 4 5 . - S e c . 46 . A S  2 1 .4 2 .3 4 7  relating to costs of childbirth was modified to 
conform with the minimum federal standards pursuant to P.L. 104-191 adding Sec 
2751 to PHSA (42 U.S.C. 300gg-51).

S ec . 35 . A S  2 1 .3 6 .1 8 5 . M a in te n a n c e  o f  c om p la in t  h a n d lin g  r e c o rd s .
Establishes a requirement based on the NAIC Model Unfair Trade Practices Act for an 
insurer to maintain records regarding the complaints it receives. The record will assist 
the division in evaluating an insurer’s consumer practices.

S ec . 36 . A S  2 1 .3 6 .2 4 0 . F a i lu r e  to  ren ew .
Clarifies that an insurance policy may only be non-renewed on its annual anniversary.
This only applies to personal property and casualty insurance.

S ec . 37 . A S  2 1 .3 6 .2 9 0 . P o l ic y  p e r io d .
In conjunction with AS 21.36.240, clarifies the annual policy period and assures that rates 
for personal auto insurance may only be changed once every 6 months, even if the policy 
is written for a shorter time period.

S ec . 38 . A S  2 1 .3 6 .3 9 0 . N o t ic e  to  d ir e c to r .
Adds a requirement that insurers and other licensees report producer defalcations, 
embezzlements, or violations to the director in much the manner as currently is required 
for reporting claim fraud. Lack of timely reports to the division has resulted in situations

A S  2 1 .5 4 .9 0 0 .
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in which harm to the public or other insurers has been exacerbated. Requires licensees as 
well as insurers to report fraudulent claims.

S ec . 39 . A S  2 1 .3 9 .0 4 5 (b ) -  R is k  c la s s if ic a t io n : c o n s t r u c t io n  in d u s try .
Clarifies that the credit scale recognizing differences in wages paid applies only to the 
construction industry.

S ec . 40 . A S  2 1 .4 2 .1 3 0 (5 ) . D is a p p ro v a l o f  fo rm s .
Clarifies that rates for individual health insurance are not subject to approval consistent 
with current statutes that do not provide a mechanism or guidelines for such ra tt review.

S e c . 41 . A S  2 1 .4 2 .2 0 5 . C o o r d in a t io n  o f  b en e fits .
Requires that benefits provided under health insurance contracts be coordinated. This 
coordination is applicable only when an individual is covered under more than one health 
insurance contract.

S ec . 42 . A S  2 1 .4 2 .2 6 5 . E f fe c t iv e  d a te  o f  c o v e ra g e .
Clarifies that insurance coverage changes required by a law change become effective at 
renewal unless the law provides an earlier effective date for the changes.

S ec . 57 . S e c . 2 1 .5 3 .0 9 0 . R e q u ir e d  re g u la t io n s .
Under federal law long term care contracts with certain federally defined characteristics 
may receive favorable tax treatment. Since this creates a separate class of long term care 
policies and need for additional protections, the amendments to this section expand the 
director's authority to write specific regulations for this purpose.

S ec . 58 . A S  2 1 .5 4 .0 1 5 . R a te  r e q u irem en ts .
Requires that rates for group health insurance contracts not be excessive, inadequate, or 
unfairly discriminatory to provide a consistent standard for all group health insurers.

S e c . 59 .
This section adds several new sections to AS 21.54 to conform with the minimum federal 
standards for health care insurance in the group market as follows:

S e c . 2 1 .5 4 .1 0 0 . U n fa ir  d is c r im in a t io n .
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 2702 to PHSA (42 U.S.C. 300gg-l) regarding unfair 
discrimination in the offer of or enrollment under a health care insurance plan.
S e c . 2 1 .5 4 .1 1 0 . P re e x is t in g  c o n d it io n  e x c lu s io n .
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 Sec. 2701(a)-(b) to PHSA (42 U.S.C. 300gg(a)-(b)) relating to 
preexisting condition exclusions.
S e c . 2 1 .5 4 .1 2 0 . C re d ita b le  c o v e ra g e .
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 2701(c)-(e) to PHSA (42 U.S.C. 300gg(c)-(e)) relating to
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creditable coverage. Creditable coverage is used in determining the allowable 
preexisting condition wai^ng period or exclusion. Note that the federal law allows 
the states discretion in determining an allowable break in coverage in determining 
creditable coverage. AS 21.56 allowed a 90 day break in coverage for small 
employer groups and this was maintained in this section and as a result would 
apply to large employers as well.
S ec . 2 1 .5 4 .1 3 0 . R en ew ab ility , te rm in a t io n , a n d  m o d if ic a t io n  o f  c o v e ra g e .
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 2712 to PHSA (42 U.S.C. 300gg-12) relating to guaranteed 
renewability, modification and termination of coverage. Subsection (f) of this section 
was added to allow an insurer to terminate an individual's coverage if the 
individual has committed fraud or intentional misrepresentation. This is not part 
of the federal law but was considered an oversight by the NAIC and HCFA.
S e c . 2 1 .5 4 .1 4 0 . R en ew ab il ity  o f  c o v e ra g e  fo r  a  m u lt ip le  em p lo y e r  w e lfa re  
a rra n g em en t .
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 703 to ERISA (29 U.S.C. 1183) relating to guaranteed 
renewability for MEWA plans.
S ec . 2 1 .5 4 .1 5 0 . M en ta l h e a lth  b en e fits .
This section is added to conform with the minimum federal standards relating to 
mental health benefits parity pursuant to the amendment to P.L. 104-191 adding 
Sec. 2705 to PHSA (42 U.S.C. 300gg-5).
S e c . 2 1 .5 4 .1 6 0 . E x c e p te d  b en e fits  d e fin ed .
This section defines the health plans that are not subject to the minimum federal 
standards and are termed "excepted benefits" in the federal law. These "excepted 
benefits" are explicitly defined in P.L. 104-191 adding Sec. 2791(c) to PHSA (42 
U.S.C. 300gg-91(c)). These health plans are basically limited benefit and 
supplemental health insurance plans. The definition of "health care insurance 
plan" as proposed in this bill excludes "excepted benefits".
Sec . 2 1 .5 4 .1 7 0 . D e te rm in a t io n  o f  s ize  o f  em p lo y e r .
This section describes how the size of an employer is to be determined as described 
in P.L. 104-191 adding Sec. 2791(e)(6) to PHSA (42 U.S.C. 300gg-91(e)).

A r t ic le  3 . S e c . 2 1 .5 4 .5 00 . D e fin it io n s .
This section adds new definitions necessary to conform with the minimum federal 
standards. The definitions are consistent with the definitions in P.L. 104-191 
adding Sec. 2701(b), Sec. 2701(e), Sec. 2705(e) and Sec. 2791 to PHSA (42 U.S.C. 
300gg(b), 42 U.S.C. 300gg(e), 42 U.S.C. 300gg-5(e), 42 U.S.C. 300gg-91 respectively)

Sec . 60 . - S e c . 68 . C om p re h en s iv e  H e a l th  In s u ra n c e  A s so c ia t io n .
These sections amend AS 21.55 relating to the Comprehensive Health Insurance 
Association. P.L. 104-191 adding Sec. 2744 to PHSA (42 U.S.C. 300gg-44) allows a state 
to use a qualified high risk pool to guarantee portability of health insurance coverage to 
federally eligible individuals. The amendments to this section allow a "federally defined
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eligible individual" defined in P.L. 104-191 adding Sec. 2741(b) to PHSA (42 U.S.C. 300gg- 
41(b)) to participate in the CHIA. Use of Alaska's high risk pool (CHIA) would be the least 
disruptive mechanism allowed under the federal law to reform the individual health 
insurance market in Alaska and therefore was the selected mechanism. Experience in 
other states such as Washington, New Jersey, and New York relating to the alternative 
mechanisms allowed in the federal law has resulted in significant increases in claims and 
premiums and decreases in the number of individuals insured and the number of 
insurance companies writing individual health insurance.

Sec . 69 . - S e c . 9 0  S m a ll E m p lo y e r  H e a l th  R e in s u ra n c e  A s s o c ia t io n .
These sections amend AS 21.56 relating to health insurance coverage for small employers 
to remove any conflicts with the minimum federal requirements under P.L. 104-191. 
Certain sections of AS 21.56 were repealed and reenacted under AS 21.54 because under 
federal law those provisions apply to both large and small employer groups. The sections 
in AS 21.56 relating to guaranteed issue were amended to conform with the federal 
minimums for small employer groups pursuant to P.L. 104-191 adding Sec. 2711 to PHSA 
(42 U.S.C. 300gg-ll). To the extent possible the provisions in AS 21.56 were not modified 
unless they would prevent application of the federal minimums.

Also, several sections are amended to change the term "association" to "reinsurance 
association'- in order to avoid confusion with a "bona fide association" as defined in the 
federal law.

Sec . 77 . A S  2 1 .5 6 .0 7 5 . P re m iu m  r e p o r t .
This is a new section that requires members of the Small Employer Reinsurance 
Association to report to the director on an annual basis the total amount of small 
employer health insurance premiums written in the state. While not required by federal 
law, this section will significantly improve the ability of the Association to assess 
Association members for losses.

S ec . 91 . A S  2 1 .6 6 .1 1 0 (a ) . P re m iu m  T a x  P a y m en t - T it le  In su ra n ce .
Allows the director to determine the method of payment of premium taxes to reflect 
technology changes such as electronic payments and to collect premium taxes quarterly.

Sec . 92 . A S  2 1 .6 6 .3 9 0 (a ) . M a k in g  o f  ra te s .
Adds investment income as one of the elements to be considered when evaluating the 
rates charged by title insurers.

Sec . 93 . A S  2 1 .6 9 .3 1 0 (a ) . A n n u a l M ee t in g  L o c a t io n .
Allows the director upon show of good cause to approve a domestic insurer's request to 
hold its required annual meeting in a city outside of the location r : principal office or
place of business.

Se c. 94 . A S  2 1 .6 9 .5 2 0 (a ). B o r r o w e d  F u n d s .
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Requires director approval for an insurer to borrow funds when a written agreement 
requires that the money be repaid only out of the insurer’s excess surplus and removes 
permission for an insurer to borrow money in this manner for any purpose of the insurer’s 
business.

Sec . 95 . A S  2 1 .7 5 .0 4 5 (a ) . A t to m e y -in -fa c t  L ic e n s e  E x em p tio n .
Expands the exception for being licensed as an attomey-in-fact to all reciprocal insurers. 
The exemption is allowed when the attorney-in-fact is a wholly-owned subsidiary of the 
reciprocal insurer who only acts for the one reciprocal. Attorneys-in-fact who operate 
more than one reciprocal insurer must be licensed under this section.

Sec . 96 . A S  2 1 .7 6 .0 2 0 (b ) . J o in t  In su ra n c e  A r ra n g em en t R e p o r t in g .
Specifies that the report prepared by a joint insurance arrangement and filed with the 
legislative budget and audit committee shall also be filed with the director.

Sec . 97 . A S  2 1 .7 6 .0 8 0 (e ) . J o in t  In su ra n c e  A rra n g em en t R e p o r t in g .
Allows for the report filed by the joint insurance arrangement with its board of directors 
and the director to be an audit based on generally accepted accounting principles rather 
than requirements established by the director. A report filed with the director is open to 
public inspection unless specifically precluded by statute.

Sec . 98 . A S  2 1 .7 8 .2 9 3 (b ) . R e ce iv e r 's  r e c o m m en d a t io n  to  th e  c o u r t .
In order to reduce litigation over claims and thereby expedite the closure of a receivership 
estate (to the benefit of insurance policyholders and other claimants), the superior court 
shall review and adopt the receiver’s report on claims by using the substantial evidence 
standard. The period of disapproving claims is extended to 120 days.

S e c . 99 . A S  2 1 .8 4 .5 9 0 . O th e r  p ro v is io n s  a p p lic a b le .
This amendment clarifies that the minimum federal standards apply to Fraternal Benefit 
Societies.

S ec . 100. - S e c . 102 . H e a l th  M a in te n an ce  O rg an iz a t io n s .
These sections amend AS 21.86 relating to HMOs in order to conform with the minimum 
federal standards pursuant to P.L. 104-191 adding Sec. 2701(g) to PHSA (42 U.S.C. 
300gg(g)).

S e c . 103 . A S  2 1 .8 7 .1 4 0 (c ) (1 ) . M e d ic a l s e rv ic e  a g re em en ts .
Updates terminology of participant provider contract requirements to reflect managed 
care compensation arrangements as well as traditional indemnity reimbursement.

Sec . 1C4. A S  2 1 .8 7 .1 5 0 (c ) (1 ) . H o s p ita l s e rv ic e  a g re em en ts .
Updates terminology of participant hospital contract requirements to reflect managed care 
compensation arrangements as well as traditional indemnity reimbursement.
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S ec . 105 . A S  2 1 .8 7 .1 8 0 (a ) . F il in g  an d  a p p ro v a l o f  a g re em en ts  an d  c o n tr a c ts .
Conforms form filing requirements for medical and hospital service corporations to similar 
requirements for other insurers subject to form filing.

S ec . 106 . A S  2 1 .8 7 .1 9 0 (b ) . S u b s c r ip t io n  r a te s , fees , an d  p aym en ts .
Clarifies rate filing requirements. Allows the director discretion to protect medical and 
hospital service corporations from competitive disadvantage that may arise from 
disclosing rating formulas when other health insurers are not required to file rates for 
approval and disclose rating formulas.

S ec . 107. A S  2 1 .8 7 .2 00 . R e se rv e s .
Requires that hospital or medical service corporations have minimum reserve standards 
and reporting consistent with other health insurers.

S ec . 108. A S  2 1 .8 7 .3 4 0 . O th e r  p r o v is io n s  a p p lic a b le .
Amendments in this section clarify that the minimum federal standards apply to Hospital 
and Medical Service Corporations.

Sec . 109 . A S  2 1 .8 9 .0 2 0 (g ) ~  S h o r t  te rm  a u to  p o licy .
Clarifies that the requirements of AS 21.36.210 - 21.36.310 do not apply to seven-day 
policies.

Sec . 110. A S  2 1 .9 0 .9 0 0 (2 9 ) . D e f in it io n s  f o r  t it le .
The definition of policy is modified to extend to group certificates issued in Alaska when 
the group policy is issued and delivered outside of Alaska to ensure consistency in 
application of state law to all group health care plans covering individuals resident in 
Alaska. The new minimum federal standards apply to such certificates and without this 
amendment Alaska may have difficulty asserting regulatory authority over such 
certificates. Failure to regulate group certificates could result in the federal government 
determining that Alaska is not substantially enforcing the minimum federal standards 
resulting in federal regulation of Alaska's health insurance market.

S e c . 111 . A S  2 1 .9 0 .9 0 0 . D e f in it io n s  fo r  t it le .
This section adds two new definitions. The term “certified financial statem ent” is added 
to clarify its meaning in relation to licensing requirements. This term "medical care" as 
defined in P.L. 104-191 adding Sec. 2791(a)(2) to PHSA (42 U.S.C. 300gg-91(a)(2)) is 
added since it is needed in order to define "health care insurance".

S ec . 112 . R e p e a l.
This section repeals the sections in AS 21.56 relating to small employer health insurance 
that conflict with federal law. As stated above many of the provisions were modified and 
moved to AS 21.54 since they apply to both large and small groups under the federal law.

AS 21.42.375(d) (mammography) and AS 21.42.395(d) (prostate and cervical cancer

10 April 15, 1997 (4:38pm)



screening) exclude limited and supplemental benefit plans from the applicability of the 
provisions and since these are excluded by use of the newly defined term "health care 
insurance plan" these sections were repealed.

Also this section corrects an oversight by repealing Chapter 81 tha t was superseded by 
legislation enacted in 1995 (AS 21.09.310).

Sec. 113, Sec. 116, and Sec. 119. M ental health insurance e ffective  dates.
These sections establish the effective date of January 1, 1998 and sunset on September 
20, 2001 of the mental health insurance provisions required under the federal law.

Sec. 114. and Sec. 115. R epeal o f  sunset provisions.
These sections repeal the sunset provisions in AS 21.56 relating to Small Employer 
Health Insurance and the Dental, Vision and Hearing provision in AS 21.42.385. The 
repeal of AS 21.56 is necessary since the availability provisions in AS 21.56 are required 
by federal law which do not sunset.

Sec. 117. and Sec. 118. E ffective dates.
Sec. 6, 7, 27-30, and 91 take effect on January 1, 1998. All other sections take effect on 
July 1, 1997.

11 April 15, 1997 (4:38pm )
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REPRESENTATIVE NORMAN ROKEBERG, CHAIRMAN 
REPRESENTATIVE JOHN COWDERY. VICE CHAIRMAN 
REPRESENTATIVE BILL HUDSON 
REPRESENTATIVE JOE RYAN 
REPRESENTATIVE JERRY SANDERS 
REPRESENTATIVE TOM BRICE 
REPRESENTATIVE GENE KUBINA 
COMMITTEE HEARING ROOM 17 STATE CAPITOL

L a b o r  a n d  C o m m e r c e  C o m m i t t e e
M EM ORANDUM

INTERIM:
716 WEST 4TH AVENUE. SUITE 640 
ANCHORAGE. AK 99501 
PHONE: (907)258-8191 
FAX: (907) 258-2916

SESSION:
STATE CAPROL. ROOM 24 
JUNEAU. AK 99801-1182 
PHONE: (907) 465-4954 
FAX: (907) 465-2040

TO: Representative Mark Hanley, Co-Chairman

Representative Gene Therriault, Co Chairmar

FR O M : Representative Norman Rokeberg, Chairmap

House Labor & Commerce Committee

DATE: May 1, 1997

S U B J E C T : S B  104/HB 218 -  Om nibus Insurance Reform

The House Labor and Commerce Committee (L&C) held approximately 8 hours of 

public hearing on the Kassenbaum/Kennedy federal health insurance portability 

legislation as well as the changes requested by the Department of Commerce and 

Economic Development, Division of Insurance.

Attached are two amendments that were considered by the House L&C Committee. All 

members of the House L&C Committee voted to recommend that the amendment 

marked Revised Number 2 (AKA Donley Amendment) be incorporated into S B  104 and 

voted no recommendation for the second amendment marked Revised Number 3 (AKA 

Duncan Amendment).

Passage  of this bill this year is essential in order to remain in compliance with the 

federal changes in health insurance reform and maintain "primacy" for insurance 

regulation at the state level. If you have any questions, please have your staff contact 

Shirley Armstrong at 465-4954.
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A M E N D M E N T \
OFFERED IN THE HOUSE

TO: Draft CSHB 218(L&C) ("B" Version, Dated 4/17/97) r L A• •• %  c J L  ( T B i t

Page 1, line 8 , following "provisions;":
Insert "requiring that uninsured and underinsured motor vehicle insurance apply 

to claims of an insured even i f  other policy limits are not exhausted;"
U J  O

Page 2, line 4:
Delete "and 110 - 116-
Insert "110, 111, 113 - 117, and 120"

Page 74, following line 1:

/ \  I

-> 0  ^  a A- i .
v - L OInsert a new bill section to read:

"* Sec. 112. AS 28.40.100(a)(22) is amended to read:
"(2 2 ) "underinsured motor vehicle" means a motor vehicle licensed for 

highway use with respect to ownership, operation, maintenance, or use for which there 
is a bodily injury or property damage insurance policy or a bond applicable at the 
time of an accident and the amount of insurance or bond

[(A)] is less than the amount the covered person is legally 
entitled to recover for bodily in jury or property damage from an 
uninsured or underinsured motorist [LIMIT FOR UNINSURED AND 
UNDERINSURED COVERAGE OF THE INSURED’S POLICY; OR

(B) HAS BEEN REDUCED BY PAYMENTS TO PERSONS 
OTHER THAN AN INSURED, INJURED IN AN ACCIDENT, TO LESS 
THAN THE LIM IT FOR UNINSURED AND UNDERINSURED 
COVERAGE OF THE INSURED’S POLICY];"

22 Renumber the following bill sections accordingly.

-1-
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0-LS0850\B.4
Ford

5/1/97

OFFERED IN THE HOUSE
TO: Draft CSHB 218(L&C) ("B" Version, Dated 4/17/97)

1 Page 2, line 4:
2 Delete "and 110 - 116"
3 Insert "110, 111, 114 - 118, and 121"

A M E N D M E N T

4

" fe

U > )  a )  ' D J v o

Page 74, following line 1: ^

5 Insert new bill sections to read: 0
6 "* Sec. 112. AS 28.20.440 is amended by adding a new subsection to read:
7 (1) Notwithstanding any other provisions of law, a person who resides in the
8 same household as the person named as insured or a person who is a relative of a
9 person named as insured shall be excluded from coverage under a motor vehicle

1 0  liability policy if  a person named as insured requests that that person be excluded
1 1  from coverage.
12 * Sec. 113. AS 28.22.101 is amended by adding a new subsection to read:
13 (g) Notwithstanding any other provisions of law, a person who resides in the
14 same household as the person named as insured or a person who is a relative of a
15 person named as insured shall be excluded from coverage under a motor vehicle
16 liability policy if  a person named as insured requests that that person be excluded
17 from coverage."

18 Renumber the following bill sections accordingly.

19 Page 74, line 9:
20 Delete "secs. 116, 117, and 119"
21 Insert "secs. 118, 119, and 121"

-1-
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1 Page 74, line 11:
2 Delete "Section 113"
3 Insert "Section 115"
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R u ra l

703 W. Tudor Rd., *200 
Anchortige. AK S9S03-6650 

(90?; 561-6103 
K/.X (907) 561-5547

Electric

C o o p e ra tiv e
Association, Inc

Rep. Norm an Rokeberg, Chairman
Labor & Commerce Committee
House of Representatives, Alaska Legislature
State Capitol, Room 24
Juneau, AK. 99801-1182
Re: HB 218
Dear Representative Rokeberg:
I am writing to express some concern about one specific section of the above referenced 
bill currently referred to your committee.
I understand that most of this bill is simply clarifying and updating language already 
existing as it relates to the business of conducting insurance. Other aspects of this bill 
seem to provide additional protection for Alaska’s citizens. Given these issues, I can 
see why this bill is needed.
However one provision gives me reason for concern, Sec. 53 AS 21.90.900 (29) would 
amend the definition of a “policyM to include certificates o f  insurance o r other 
evidences o f insurance that establishes the written contract o f  o r written agreememfor 
or effecting insurance f o r  an insured o r other beneficiary o f the entity.

The proposed wording of this provision is not clear as to the definition of “ other 
evidence of insurance” . The language is also ambiguous as to the definition o f “ other 
beneficiary of the entity” . Without clarity I believe that these provisions may result in 
additional and costly litigation for both insurers and policyholders.
“ Certificates of iasurance” have nor traditionally been held to be part of the policy. In 
fact each ACCORD certificate (tie industry standard) includes special wording that 
specifies the document is not binding.

Top Section, Above “Companies-Affording Coverage "
“ This certificate is issues <;s a matter of information only and confers no rights 
upon the certificate holder This certificate does not amend, extend or alter the 
coverage afforded by the policies below” .

DEMOCRACY IN ACTION ku.ui /1-im i a r\r- m IH



“ Should any of the above described policies be cancelled before the expiration
date thereof, the issuing company w ill endeavor to mail days written notice
to the certificate holder named to the left, but failure to mail such notice shall 
impose no obligation or liability of any kind upon the company, its agents or 
representatives.

B o n o m  S e c tio n , A b o v e  ' C a n c e lla t io n  “

Adoption of the proposed wording will create an ambiguity between the language of the 
certificate and the statute. Special certificates w ill have to drawn uy for use on Alaska 
business, which adds to the administrative and expense burden for both agents and 
insurers.
You should be aware that brokers or agents, not insurers, normally issue certificates of 
insurance. This provision may put great strain on the agency relationships within the 
independent agency system. Right now it does not require agents binding authority to 
issue certificates. The proposed wording could conceivably change this.
Finally, the majority of certificates evidence insurance for many policies having 
different terms and different insurers. The proposed wording would in effect make a 
single certificate a binding part of many policies written through many insurers. It 
should not be anticipated that one document drafted by an agent/broker will apply well 
to multiple coverages with diverge wording. The study of policy language is complex 
and insurers commonly have entire departments that are dedicated to just such 
intricacies.

Each one of these issues are likely to result in Increased misunderstandings and 
resultant litigation between policyholders their insurers and agent/brokers.
Please reconsider this particular provision in favor of removing the language making 
certificates of insurance and other evidences of insurance part of a policy by definition.

Sincerely,

G -P  M \
Eric Yould 
Executive Director

Cc: Rep. Pete Kon

it-rrrnr 'mi VU I r > i \ i i< m - n  him om  tm r-iM ti /ttu i <■>'' Min



0-LS0850\B.3'
Ford

4/30/97

1 Page 2, line 4:
2 Delete "and 110-116"
3 Insert "111 - 117, and 120"

4 Page 73, following line 6 :
5 Insert a new bill section to read:
6 "* Sec. 109. AS 21.89.020(0 is amended to read:
7 (0 An automobile liability insurance policy must provide
8 (1 ) that all expenses and fees, not including counsel fees or adjuster
9 fees, incurred because of arbitration or mediation shall be paid as determined by the

1 0  arbitrator;
1 1  (2) liability coverage in the amount set out in AS 28.22.101(d) for
12 motor vehicles rented in the United States or Canada by a person insured under the
13 policy;
14 (3) physical damage coverage for motor vehicles rented in the United
15 States or Canada, if  the policy provides physical damage coverage; i f  the insured
16 declines physical damage coverage* the insurer shall offer physical damage coverage
17 for rented vehicles^
18 f4) that payments from applicable coverage provided under (2) and
19 (3 ) of this subsection will he made in the following order of priority:
20 ('A') from a policy or coverage purchased bv the operator
2 1  from the nerson who has the vehicle available for rent:
2 2  (B! from a nolicv or coverage covering the operator of a
23 rented vehicle hut not purchased from the nerson who has the vehicle
24 available for rent: and

A M E N D M E N T

O F F E R E D  IN  T H E  H O U S E

T O : D raft C S H B  2 1 8 (L & C ) ( "B "  V ers ion , D ated  4 /1 7 /9 7 )

-1-



1 (C) from a policy or coverage of the person who has the
2 vehicle available for rent."

3 Renumber the following bill sections accordingly.

4 Page 74, line 9:
5 Delete "secs. 116, 117, and 119"
6 Insert "secs. 117, 118, and 120"

7 Page 74, line 11:
S Delete "Section 113"
9 Insert "Section 114"

0-LS0850YB.3

-2-



A M E  N D  M E  N

OFFERED IN THE HOUSE
TO: Draft CSHB 218(L&C) ("B" Version, Dated 4/17/97)

1 Page 1, line 8 , following "provisions;":
2 Insert "requiring that uninsured and underinsured motor vehicle insurance apply
3 to claims of an insured even i f  other policy limits are not exhausted;"

4 Page 2, line 4:
5 Delete "and 110-116"
6 Insert "110, 111, 113 - 117, and 120"

7 Page 74, following line 1:
8 Insert a new bill section to read:
9 "* Sec. 112. AS 28.22.201(a) is amended to read:

10 (a) The uninsured and underinsured motorists coverage required under this
1 1 chapter
12 (1) applies POES NOT APPLY] to bodily injury, sickness, disease,
13 or death of an insured or damage to or destruction of property of an insured even i f
14 PNTTL] the limits of liability bonds and policies that apply have not been used up
15 by payments or judgments or settlements; however, the insurer shall, in each
16 instance, receive a credit against the insured’s total damages for amounts actually
17 received bv the insured for covered claims from other sources, including liability
18 bonds, other insurance policies, judgments, or settlements;
19 (2 ) must be a single combined coverage; and
2 0  (3) may be rejected by the insured in writing; if  the insured has
2 1  rejected uninsured or underinsured coverage, the coverage may not be included in a
2 2  supplemental, renewal, or replacement policy unless the insured subsequently requests
23 uninsured or underinsured coverage in writing."

0-LS0850\B.2^'
Ford

4/30/97

-1-



0-LS0850\B.2

Page 74, line 3:
Delete "and AS 21.81"
Insert "AS 21.81; AS 28.20.445(c), 28.20.445(h); AS 28.22.211; and

AS 28.40.100(a)(22)"

Page 74, line 9:
Delete "secs. 116, 117, and 119"
Insert "secs. 117, 118, and 120"

Page 74, line 11:
Delete "Section 113"
Insert "Section 114"

Renumber the following bill sections accordingly.



0-LS0850VB.1
Ford

4/30/97

OFFERED IN THE HOUSE
TO: Draft CSHB 218(L&C) ("B" Version, Dated 4/17/97)

1 Page 2, line 4:
2 Delete "and 110-116 ”
3 Insert "110, 111, 113 - 117, and 120"

4 Page 74, following line 1:
5 Insert a new bill section to read:
6 "* Sec. 112. AS 28.22.101 is amended by adding a new subsection to read:
7 (g) Notwithstanding any other provisions of law, a person who resides in the
8 same household as the person named as insured or a person who is a relative of the
9 person named as insured shall be excluded from coverage under a motor vehicle

1 0  liability policy if the person named as insured requests that that person be excluded
1 1  from coverage."

12 Renumber the following bill sections accordingly.

13 Page 74, line 9:
14 Delete "secs. 116, 117, and 119"
15 Insert "secs. 117, 118, and 120"

16 Page 74, line 11:
17 Delete "Section 113"
18 Insert "Section 114"

-1-
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0-LS0407\H.2-

A M  E N D iVl E N T

Dated 4/14/97)

Page 1, line 8 , following "provisions;":
Insert "requiring that uninsured and underinsured motor vehicle insurance apply 

to claims of an insured even i f  other policy limits are not exhausted;"

Page 2, line 4: ^
Delete "and 110 - 116" " f \ 6  ^  ' P

1 1 .
Insert "110, 111, and 113 - 117"

Page 74, following line I:
Insert a new bill section to read:

"* Sec- 112. AS 28.22.201(a) is amended to read:
(a) The uninsured and underinsured motorists coverage required under this

chapter
(1 ) applies [DOES NOT APPLY] to bodily injury, sickness, disease, 

or death of an insured or damage to or destruction of property of an insured even if 
[UNTIL] the limits of liability bonds and policies that apply have not been used up 
by payments or judgments or settlements; however, the insurer shall, in each 
instance, receive a credit against the insured’s total damages for amounts actually 
received bv the insured for covered claims from other sources, including liahilitv 
bonds, other insurance policic . judgments, or settlements;

(2 ) must be a single combined coverage; and
(3 ) may be rejected by the insured in writing; i f  the insured has 

rejected uninsured or underinsured coverage, the coverage may not be included in a 
supplemental, renewal, or replacement policy unless the insured subsequently requests 
uninsured or undcrinsured coverage in writing."

OFFERED IN THE SENATE
TO': CSSB 104(FIN) ("H"'Version

-1-



1 Renumber the following bill sections accordingly.

2 Page 74, line 3:
3 Delete "and AS 21.81"
4 Insert "AS 21.81; AS 28.20.445(c), 28.20.445(h); AS 28.22.211; and
5 AS 28.40.100(a)(22)"

6 Page 74, line 9:
7 Delete "secs. 116, 117, and 119"
8 Insert "secs. 117, 118, and 120"

9 Page 74, line 11:
10 Delete "Section 113"
11 Insert "Section 114"

0-LS0407\H.2

-2-



1 Page 1, line 1, following "agents;":
2 Insert "relating to payment of covered loss claims;"

3 Page 2, lines 3 - 4:

4 Delete "43 - 57, 59 - 90, 99 - 102, 108, and 110 - 116"

5 Insert "44 - 58, 60 - 91, 100 - 103, 109, and 111 - 117"

6  Page 24, following line 12:

7 Insert a new bill section to read:

8  "* Sec. 43. AS 21.42 is amended by adding a new section to read:

9 Sec. 21.42.305. Required payment of loss claim; civil penalty. An insurer

10 shall make a covered loss payment within 90 days after the date the insurer

11 determines that an insured has a covered loss under an insurance policy. After the

1 2  insurer makes payment required under this section, if the insured obtains judgment for

13 damages resulting from the covered loss and the judgment is at least 10 percent

14 greater than the covered loss payment made by the insurer, the insurer shall also pay

15 a civil penalty equal to the difference between reasonable actual attorney fees and

16 actual costs incurred by the insured in obtaining the judgment and the attorney fees

17 and costs received by the insured under the Alaska Rules of Civil Procedure."

18 Renumber the following bill sections accordingly.

19 Page 74, line 4:

20 Delete "sec. 59"

21 Insert "sec. 60"

0-LS0407\H.4 '
Ford

4/22/97

A M E N D M E N T

O F F E R E D  IN  T H E  S E N A T E  B Y  S E N A T O R  D O N L E Y

T O : D ra ft C S S B  104 (F IN ) ( "H "  V e rs io n , D a ted  4 /1 4 /9 7 )
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1 Page 74, line 7:

2 Delete "sec. 59"

3 Insert "sec. 60"

4 Page 74, line 8:

5 Delete "sec. 91"

6 Insert "sec. 92"

7 Page 74, line 9:

8 Delete "secs. 116, 117, and 119"

9 Insert "secs. 117, 118, and 120"

10 Page 74, line 11:

11 Delete "sec. 113"

12 Insert "sec. 114"

0-LS0407\H.4
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OFFERED IN THE SENATE BY SENATOR DONLEY
TO: CSSB 104(FIN) ("H" Version, Dated 4/14/97)

1 Page 2, line 4:
2 Delete "110 - 116"
3 Insert "111 - 117"

4 Page 73, following line 6 :
5 Insert a new bill section to read:
6 "* Sec. 109. AS 21.89.020(f) is amended to read:
7 (f) An automobile liability insurance policy must provide
8 (1 ) that all expenses and fees, not including counsel fees or adjuster
9 fees, incurred because of arbitration or mediation shall be paid as determined by the

1 0  arbitrator;
11 (2) liability coverage in the amount set out in AS 28.22.101(d) for
12 motor vehicles rented in the United States or Canada by a person insured under the
13 policy;
14 (3) physical damage coverage for motor vehicles rented in the United
15 States or Canada, if the policy provides physical damage coverage; i f  the insured
16 declines physical damage coverage, the insurer shall offer physical damage coverage
17 for rented vehicles!
18 (4) that payments from applicable coverage provided under (2) and
19 (3) of this subsection will be made in the following order of priority:
20 (A) from a nolicv or coverage purchased bv the operator
21 from the nerson who has the vehicle available for rent:

22 (B) from a nolicv or coverage covering the operator of a
23 rented vehicle but not purchased from the person who has the vehicle
24 available for rent: and

A M E N D M E N T  - ^ J

-1-
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1 (C) from a policy or coverage of the person who has the
2 vehicle available for rent."

3 Renumber the following bill sections accordingly.

4 Page 74, line 9:
5 Delete "secs. 116, 117, and 119"
6 Insert "secs. 117, 118, and 120"

7 Page 74, line 11:
8 Delete "Section 113"
9 Insert "Section 114"

0-LS0407\H.3

-2-



1
L E G A L  S E R V I C E S

APR 2 2 1997

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409 
Juneau. Alaska 99801-2105

M E M O R A N D U M A p ril 2 2 ,1 9 9 7

SUBJECT:

TO:

FROM:

S ec tio n a l S u m m ary  o f  C S H B  2 1 8(L & C )

R ep re sen ta tiv e  N o rm an  R o k eb erg  
A ttn : S h irley

M ich ae l F. Ford  
L eg is la tiv e  C o u n se l

Y o u  h av e  re q u es ted  a  sec tio n a l su m m ary  o f  the  ab o v e -d esc rib ed  b ill.

A s a p re lim in ary  m atter, no te  that a  sectional su m m ary  o f  a  bill sh o u ld  n o t b e  co n s id e red  an  
au th o rita tiv e  in te rp re ta tio n  o f  th e  b ill an d  th e  b ill i ts e lf  is th e  b e s t s ta tem en t o f  its  co n ten ts . 
I f  y o u  w o u ld  like  an  in te rp re ta tio n  o f  the  b ill as  it m ay  ap p ly  to  a  p a r tic u la r  se t o f  
c irc u m sta n ces , p lease  ad v ise .

Sec. 1. Purpose. In d ica tes  th a t th e  p u rp o se  o f  sec tio n s  3 , 11, 12, 3 1 -3 4 ,4 3 -5 7 , 5 9 -9 0 , 99 - 
102, 108, 110-1 1 6 , an d  119 o f  th is  A c t is to  im p lem en t th e  m in im u m  federal s tan d a rd s  fo r  
h ea lth  ca re  in su ran ce  en ac ted  u n d er P .L . 104-191 (H ea lth  In su ran ce  P o rtab ility  and  
A c c o u n tab ility  A c t o f  1996).

Sec 2. AS 21.06.030. Deputies and assistants.
T h is sec tio n  reaffirm s th a t p e rso n s  p a rtic ip a tin g  o n  ad v iso ry  co m m itte e s  o f  th e  D iv is io n  o f  
In su ra n c e  d o  n o t rece iv e  p a y m e n t fo r tran sp o rta tio n  o r  p e r d iem  ex p en se . T h e  D iv is io n  o f  
In su ran ce  h as  ro u tin e ly  secu red  p u b lic  in p u t on in su ran ce  reg u la to ry  issu es  u s in g  a  v arie ty  
o f  ad v iso ry  co m m itte es . V o lu n tee rs , in c lu d in g  m an y  in su ran ce  p ro fe ss io n a ls  p ro v id in g  
te c h n ic a l in p u t, hav e  se rv ed  w ith o u t co m p en sa tio n  from  th e  s ta te , re co g n iz in g  th a t i f  
tran sp o rta tio n  o r p e r d iem  ex p en ses  w ere  paid  by the  d iv is io n  the costs  w o u ld  be p assed  back  
to  th em  th ro u g h  h ig h e r licen se  fees  o r h ig h e r in su ran ce  p rem iu m s re flec tin g  in c reased  
a d m in is tra tiv e  costs . T h e  p o ss ib ility  th a t p ay m en t m ig h t be  req u ired  u n d e r A S  3 9 .2 0 .1 8 0  
has re c e n tly  b een  b ro u g h t to  th e  d iv is io n ’s a tten tion .

Sec. 3. AS 21.06.085. Uniform data and procedures for health claims.
T h e  c h a n g e s  to  th is  sec tio n  m ak e  the  te rm s co n s is ten t w ith  the  n ew ly  d e fin e d  h ea lth  
in su ran ce  te rm s  u n d er federal law  (H IP A A ).

S e c . 4 . A S 2 1 .0 6 .1 1 0 . D ir e c to r 's  a n n u a l r e p o r t .



U p d a t e s  i n f o r m a t i o n  r e q u i r e d  t o  b e  i n c l u d e d  i n  t h e  d i v i s i o n ’ s  a n n u a l  r e p o r t  t o  r e f l e c t  c u r r e n t  
p r a c t i c e s  r e g a r d i n g  i s s u a n c e  o f  c e r t i f i c a t e s  o f  a u t h o r i t y  a n d  p r i m a r y  r e g u l a t i o n  o f  d o m e s t i c  
i n s u r e r s .

Sec. 5. AS 21.06.160(a). Examination cost.
C l a r i f i e s  t h i s  s u b s e c t i o n  t o  a l l o w  t h e  c a l c u l a t i o n  o f  a  r e a s o n a b l e  p e r  h o u r  c h a r g e  f o r  
e x a m i n a t i o n  s e r v i c e s  t o  i n c l u d e  a p p r o x i m a t e d  d i v i s i o n  o v e r h e a d  e x p e n s e s  s u c h  a s  w o r d  
p r o c e s s i n g  s e r v i c e s ,  f a c i l i t i e s  a n d  s u p p l i e s ,  c o m p u t e r  s y s t e m s ,  e t c .  a n d  t h a t  o u t - o f - p o c k e t  
e x p e n s e s  i n c l u d i n g  t r a v e l  c o s t s  s h a l l  b e  p a i d  b y  t h e  p e r s o n  b e i n g  e x a m i n e d .

See. 6. AS 21.09.210(b). Premium tax payment - admitted insurers.
A l l o w s  t h e  d i r e c t o r  t o  d e t e r m i n e  t h e  m e t h o d  o f  p a y m e n t  o f  p r e m i u m  t a x e s  t o  r e f l e c t  
t e c h n o l o g y  c h a n g e s  s u c h  a s  e l e c t r o n i c  p a y m e n t s  a n d  t o  c o l l e c t  p r e m i u m  t a x e s  q u a r t e r l y .

Sec. 7 . AS 21.09.210(d). Premium tax payment - admitted wet marine and 
transportation insurers.
A l l o w s  t h e  d i r e c t o r  t o  d e t e r m i n e  t h e  m e t h o d  o f  p a y m e n t  o f  p r e m i u m  t a x e s  t o  r e f l e c t  
t e c h n o l o g y  c h a n g e s  s u c h  a s  e l e c t r o n i c  p a y m e n t s  a n d  t o  c o l l e c t  p r e m i u m  t a x e s  q u a r t e r l y .

Sec, o. AS 21.09.245. Amendments to certificate of authority.
T h i s  i s  a  n e w  s e c t i o n  t h a t  r e q u i r e s  a n  a u t h o r i z e d  i n s u r e r  t o  f i l e  w i t h  t h e  d i v i s i o n  w i t h i n  3 0  
d a y s  a  n a m e  c h a n g e ,  d o m i c i l i a r y  s t a t e  c h a n g e ,  o r  o t h e r  i n f o r m a t i o n  o n  i t s  c e r t i f i c a t e  o f  
a u t h o r i t y .  A m e n d m e n t  t o  t h e  i n s u r e r ’ s  a r t i c l e s  o f  i n c o r p o r a t i o n  o r  b y l a w s ,  a  c h a n g e  o f  
b u s i n e s s  a d d r e s s  o r  p h o n e  n u m b e r ,  a n d  o t h e r  i n f o r m a t i o n  a s  d e s i g n a t e d  b y  t h e  d i r e c t o r  m u s t  
b e  f i l e d  w i t h i n  9 0  d a y s ,  a n d  p r o v i d e  f o r  p e n a l t i e s  f o r  n o n c o m p l i a n c e .

See. 9. AS 21.09.320. Maintenance of records.
T h i s  n e w  s e c t i o n  t h a t  i d e n t i f i e s  w h i c h  r e c o r d s  a r e  r e q u i r e d  t o  b e  k e p t  b y  a d m i t t e d  i n s u r e r s  
d o m i c i l e d  i n  a n o t h e r  s t a t e .  R e t e n t i o n  t i m e s  a r e  s p e c i f i e d .  D o m e s t i c  i n s u r e r s  a r e  s u b j e c t  t o  
e x i s t i n g  a n d  u n c h a n g e d  p r o v i s i o n s .  T h e  l a c k  o f  r e q u i r e m e n t s  f o r  o t h e r  a d m i t t e d  i n s u r e r s  h a s  
i m p e d e d  t h e  d i v i s i o n ’ s  r e g u l a t o r y  o v e r s i g h t  i n c l u d i n g  e x a m i n a t i o n s  a n d  o t h e r  i n v e s t i g a t i o n s .

Sec. 10. AS 21.12.020(a)(4)(A)(iii). Accredited reinsurer qualifications.
R e m o v e s  a  r e q u i r e m e n t  f o r  a  c e r t i f i c a t i o n  o f  i n s u r e r  s o l v e n c y  f r o m  a n  i n s u r e r ’ s  d o m i c i l i a r y  
r e g u l a t o r  b e c a u s e  s o m e  f o r e i g n  c o u n t r i e s  d o  n o t  p r o v i d e  s u c h  c e r t i f i c a t i o n s .  C e r t i f i c a t i o n  
w i l l  s t i l l  b e  r e q u i r e d  f r o m  t h e  i n s u r e r ’ s  p u b l i c  a c c o u n t a n t .

Sec. 11. AS 21.i2.050. Health insurance defined.
T h i s  s e c t i o n  d e f i n e s  " h e a l t h  c a r e  i n s u r a n c e "  w h i c h  i s  c o n s i s t e n t  w i t h  t h e  d e f i n i t i o n  o f  " h e a l t h  
i n s u r a n c e  c o v e r a g e "  i n  4 2  U . S . C .  3 0 0 g g - 9 1 ( b ) .  T h e  f e d e r a l  d e f i n i t i o n  d i f f e r s  f r o m  t h e  c u r r e n t  
s t a t e  d e f i n i t i o n  a n d  s i n c e  A l a s k a ' s  d e f i n i t i o n  i s  b r o a d e r ,  t h e  f e d e r a l  d e f i n i t i o n  w a s  d e f i n e d  
a s  a  s u b s e t  o f  t h e  A l a s k a  d e f i n i t i o n .  T h i s  s e c t i o n  a l s o  a d d s  s t o p  l o s s  i n s u r a n c e  t o  t h e
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definition o f health insurance to affirm that life and health insurers are permitted to write 
stop loss coverage.

Sec. 12. AS 21.12.050.
Definition o f health care insurance and stop loss insurance as referenced in Sec. 11 
AS 21.12.050.

See. 13. AS 21.14.010(a). Risk-based capital filing.
Clarifies that a domestic insurer must submit its risk-based capital report to the director 
without a specific request.

Sec. 14. AS 21.14.200(18). Risk-based capital instructions.
Clarifies that instructions can be adopted by order o f the director after an open meeting since 
the complexity o f the calculation, its continual refinement, and insurer need for nationwide 
consistency, regulations are an inappropriate way to provide instructions to insurers.

See. 15. AS 21.18.050(4). Capital stock and liabilities charged against assets. 
Requires that the minimum reserves for health insurance established in AS 21.18.080-
21.18.086 be charged against an insurer’ s admitted assets for the purpose o f determining the 
insurer’ s statutory financial condition.

Sec. 16. AS 21.18.080. Reserve standards for health insurance.
Defines an appropriate standard for minimum reserves for health insurance. Requires that 
reserve adequacy be determined by a gross premium valuation considering the sum of policy 
reserves, claims reserves, and premium reserves established under AS 21.18.082- 
AS 21.18.086.

See. 17. New sections arc added to provide for minimum health insurance reserve 
standards.

AS 21.18.082. Policy reserves for health insurance.
This section defines which policies require a policy reserve and how to calculate the 
reserve based on minimum standards relating to interest rates, policy termination, 
morbidity, and reserve method.

AS 21.18.084. Claim reserves for health insurance.
This section establishes that claim reserves arc required for all incurred and unpaid 
claims, including associated expenses, on health insurance policies.

AS 21.18.086. Premium reserves for health insurance.
This section establishes premium reserve requirements that include standards for 
accounting, discounting, methodology, and minimum levels o f unearned premium 
reserves as they relate to policy reserves.
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Sec. 18. AS 21.21.410. Custodian agreements.
Requires that a written agreement exist between an insurer and the custodian o f its assets, 
securities, or investments. The agreement must require that the custodian will indemnify for 
losses i f  loss results from theft, mysterious disappearance, damage or destruction, or 
negligence or dishonesty o f the custodian’s officers, employees, or agents. The agreement 
must require the custodian to promptly replace an asset or value o f the asset. A bank, trust 
company, or securities firm may serve as custodian i f  authorized by the insurer and approved 
by the director.

See. 19. AS 21.27.010(f)(2)(B). License required.
Technical change to make “ or”  the appropriate connector consistent with identical language 
in (g)(1 ) o f the section.

Sec. 20. AS 21.27.010(1). Attorney-in-fact license exemption.
Clarifies that an attomey-in-fact o f a reciprocal insurer who meets the qualifications to be 
exempt from licensure as an attomey-in-fact is not required to be licensed under AS 21.27 
as a managing general agent.

Sec. 21. AS 21.27.040(a). Application for license.
Requires an applicant to certify under oath that the information provided on a license 
application is true and correct.

Sec. 22. AS 21.27.370(b). Shared commissions.
Provides that an unlicensed person may not share or receive a commission or any form o f 
remuneration for business transacted in this state, nor may a licensee share commission or 
other form o f remuneration with an unlicensed person.

Sec. 23. AS 21.27.390(b). Temporary license.
Conforms AS 21.27 with the requirement to issue a temporary license under AS 25.27.244 
(Welfare Reform).

Sec. 24. AS 21.27.405(b). Investigation; cease and desist order.
Establishes procedures to allow the director to serve notice to a person.

Sec. 25. AS 21.27.440(a). Fines.
Provides authority for the director to fine an unlicensed person who illegally transacted the 
business o f insurance and received a commission or other form o f remuneration.

See. 26. AS 21.27.640(b)(5)(D). Third-party administrator license application.
Gives a third-party administrator applicant an option to submit certified financial statements 
for its period o f operation i f  operations have been for less than two years in order to remove
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a barrier to start up operations for an applicant who would otherwise be qualified to act as 
a third-party administrator.

See. 27 . AS 21 .34 .040 (c )(4 ). Unauthorized insurers - L loyds syndicates.
Establishes solvency requirements for each syndicate or insurer o f Lloyds or a similar 
operation.

Sec. 2 8 . AS 21 .34 .040 (c )(5 ). Unauthorized insurers - insurance exchange.
Establishes solvency requirements for each syndicate o f an insurance exchange created by 
the laws o f another state.

Sec. 29 . AS 21 .34 .180 (b ). P rem ium  tax payment - unauthorized.
Allows the director to determine the method o f payment o f premium taxes to reflect 
technology changes such as electronic payments and to collect premium taxes quarterly.

Sec. 3 0 . AS 21 .34 .190 (a ). Unauthorized filing  fee.
Clarifies that the one percent fee on gross premiums is calculated on the gross premiums 
reported on the statement o f surplus lines tax required under AS 21.34.180(b), which has 
been amended to allow the director to require reporting more often than annually.

See. 31. - See. 34.. See. 43. - See. 56 . Required coverages o r o ffe rs o f coverage. 
References to health insurance terms in these sections were changed to be consistent with the 
new definitions, "health care insurance" in AS 21.12.050 and "health care insurer" in 
AS 21.54.900.

Use o f the terms "health care insurance plan" and "health care insurer" generally clarifies that 
the applicability o f these sections include MEWAs and, in three provisions, HMOs. This 
results from the use o f the term "health care insurer" which is defined very broadly to include 
all entities that transact health carc insurance. Note that the definition o f "health care 
insurance plan" excludes limited benefit policies and supplemental coverages. In the cases 
where the provision is to apply to these types o f policies it is explicitly added.

The changes to these sections were intended to make the sections consistent with each other 
in terms o f applicability and with the newly defined health insurance terms under the federal 
law.

Note that:
Sec. 43. AS 21.42.345 was modified to conform with the minimum federal standards 
pursuant to P.L. 104-191 amending the Public Health Service Act (PHSA) to add 
Sec. 2701(1) (42 U.S.C. 300gg(f)) regarding enrollment periods for dependents. The 
current provision applies to both individual and group plans while the federal law
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a p p lie s  o n ly  to  g ro u p  p la n s . H o w e v e r , f o r  s im p lic i t y  th e  c h an g e s  m ad e  to  c o n fo rm  
to  th e  fe d e ra l la w  w e re  m ad e  to  b o th  in d iv id u a l a n d  g ro u p  p o lic ie s .

Sec. 45. - Sec. 46. AS 21.42.347 r e la t in g  to  c o s ts  o f  c h i ld b ir th  w a s  m o d i f ie d  to  
c o n fo rm  w ith  the  m in im u m  fe d e ra l s ta n d a rd s  u n d e r 4 2  U .S .C . 3 0 0 g g - 5 1 .

Sec. 35. AS 21.36.185. Maintenance of complaint handling records.
E s ta b lis h e s  a  re q u ire m e n t b a sed  o n  the  N A IC  M o d e l U n fa i r  T ra d e  P ra c t ic e s  A c t  f o r  an  
in s u re r  to  m a in ta in  re c o rd s  re g a rd in g  the  c o m p la in ts  it re c e iv e s . T h e  re c o rd  w i l l  a s s is t  th e  
d iv is io n  in  e v a lu a t in g  a n  in s u re r ’ s  c o n s u m e r p ra c tic e s .

See. 36. AS 21.36.240. Failure to renew.
C la r i f ie s  th a t an  in su ran ce  p o l ic y  m a y  o n ly  be  n o n -re n ew ed  o n  its a n n u a l a n n iv e rs a ry . T h is  
o n ly  a p p lie s  to  p e rs o n a l p ro p e r ty  and  c a su a lty  in su ra n c e .

Sec. 37. AS 21.36.290. Policy period.
In  c o n ju n c t io n  w ith  A S  2 1 . 3 6 .2 4 0 ,  c la r i f ie s  the a n n u a l p o l i c y  p e r io d  an d  a s su re s  th a t ra te s  
f o r  p e rs o n a l a u to  in su ran ce  m a y  o n ly  be changed  on c e  e v e ry  6  m o n th s , e v e n  i f  th e  p o l ic y  is  
w rit te n  f o r  a  s h o r te r  t im e  p e r io d .

Sec. 38. AS 21.36.390. Notice to director.
A d d s  a  re q u ire m e n t  th a t in s u re rs  and  o th e r  lic e n s e e s  re p o r t  p ro d u c e r  d e fa lc a t io n s , 
em b e z z le m e n ts , o r  v io la t io n s  to  th e  d ire c to r  in  m u ch  the  m a n n e r as c u r re n t ly  is  re q u ire d  f o r  
re p o r t in g  c la im  fra u d . R e q u ire s  lic e n s e e s  as w e l l as  in s u re rs  to  re p o r t  f ra u d u le n t  c la im s .

See. 39. AS 21.39.045(b)-Risk classification: construction industry.
C la r i f i e s  tha t th e  c re d it  s c a le  re c o g n iz in g  d i f fe re n c e s  in  w ag e s  p a id  a p p lie s  o n ly  to  the  
c o n s t ru c t io n  in d u s t ry .

See. 40. AS 21.42.130(5). Disapproval of forms.
C la r i f ie s  that ra te s  f o r  in d iv id u a l h e a lth  in su ran ce  a re  n o t su b je c t to  a p p ro v a l c o n s is te n t w ith  
c u r re n t  s ta tu te s  that d o  n o t p ro v id e  a m e c h a n ism  o r  g u id e lin e s  f o r  su ch  ra te  re v ie w .

See. 41. AS 21.42.205. Coordination of benefits.
R e q u ire s  th a t b e n e fits  p ro v id e d  u n d e r h e a lth  in su ra n c e  c o n tra c ts  be c o o rd in a te d . T h is  
c o o rd in a t io n  is  a p p lic a b le  o n ly  w h en  an  in d iv id u a l is  c o v e re d  u n d e r m o re  th an  o n e  h e a lth  
in su ra n c e  c o n tra c t .

Sec. 42. AS 21.42.265. Effective date of coverage.
C la r i f ie s  tha t in su ran ce  c o v e ra g e  changes re q u ire d  b y  a  ch an ge  in  law  b e com e  e f fe c t iv e  o n ly  
at re n e w a l u n le s s  th e  la w  p ro v id e s  an  e a r l ie r  e f fe c t iv e  d a te  f o r  th e  c h an g e s .

See. 57. Sec. 21.53.090. Required regulations.
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U n d e r  fe d e ra l la w  lo n g  te rm  c a re  con trac ts  w ith  c e rta in  fe d e ra l ly  d e fin e d  ch a ra c te r is t ic s  m a y  
re c e iv e  fa v o ra b le  tax  trea tm en t. S in c e  th is  c rea tes  a  sepa ra te  c la ss  o f  lo n g  te rm  c a re  p o lic ie s  
a n d  n e ed  f o r  a d d it io n a l p ro te c t io n s , th e  am en dm en ts  to  th is  s e c t io n  e x p a n d  th e  d ire c to r 's  
a u th o r i ty  to  w r ite  s p e c if ic  re g u la t io n s  f o r  th is  p u rp o se .

Sec. 58. AS 21.54.015. Rate requirements.
R e q u ir e s  th a t ra te s  f o r  g ro u p  h e a lth  in su ran ce  c o n tra c ts  n o t be  e x c e s s iv e , in a d e q u a te , o r  
u n fa i r ly  d is c r im in a to ry  to  p ro v id e  a  c o n s is te n t s ta n d a rd  f o r  a l l  g ro u p  h e a lth  in s u re rs .

See. 59.
T h is  s e c t io n  add s  s e v e ra l n ew  s e c t io n s  to  A S  2 1 .5 4  to  c o n fo rm  w ith  the  m in im u m  fe d e ra l 
s ta n d a rd s  f o r  h e a lth  c a re  in su ra n c e  in  th e  g ro u p  m a rk e t as fo l lo w s :

See. 21.54.100. Unfair discrimination.
T h is  s e c t io n  is ad d ed  to  c o n fo rm  w ith  th e  m in im u m  fe d e ra l s ta n d a rd s  ( 4 2  U .S .C .  
3 0 0 g g - l )  re g a rd in g  u n fa ir  d is c r im in a t io n  in  the  o f f e r  o f  o r  e n ro l lm e n t  u n d e r a  h e a lth  
c a re  in su ra n c e  p la n .

Sec. 21.54.110. Preexisting condition exclusion.
T h is  s e c t io n  is add ed  to  c o n fo rm  w ith  th e  m in im u m  fe d e ia l s ta n d a rd s  ( 4 2  U .S .C .  
3 0 0 g g (a ) - ( b ) )  re la t in g  to  p re e x is t in g  c o n d it io n  e x c lu s io n s .

Sec. 21.54.120. Creditable coverage.
T h is  s e c t io n  is ad d ed  to  c o n fo rm  w ith  the m in im u m  fe d e ra l s ta n d a rd s  ( 4 2  U .S .C .  
3 0 0 g g ( c K e ) )  re la t in g  to  c re d ita b le  c o v e ra g e . C re d ita b le  c o v e ra g e  is u sed  in  
d e te rm in in g  the  a l lo w a b le  p re e x is t in g  c o n d it io n  w a it in g  p e r io d  o r  e x c lu s io n . N o te  
tha t the  fe d e ra l la w  a llo w s  the states d is c re t io n  in  d e te rm in in g  an  a l lo w a b le  b re a k  in 
c o v e ra g e  in  d e te rm in in g  c re d ita b le  c o v e ra g e . A S  2 1 .5 6  a l lo w e d  a  9 0  d a y  b re a k  in  
c o v e ra g e  f o r  sm a ll e m p lo y e r  g ro u p s  and  th is  p ro v is io n  is  m a in ta in e d  in  th is  s e c t io n  
a n d  a s  a  re s u lt  w o u ld  a p p ly  to  la rg e  e m p lo y e r s  a s  w e ll .

Sec. 21.54.130. Renewability, termination, and modification of coverage.
T h is  s e c t io n  is add ed  to  c o n fo rm  w ith  th e  m in im u m  fe d e ra l s ta n d a rd s  ( 4 2  U .S .C .  
3 0 0 g g - 1 2 )  re la t in g  to  g u a ran te ed  re n e w a b i li ty , m o d if ic a t io n  an d  te rm in a t io n  o f  
c o v e ra g e . S u b se c t io n  ( f )  o f  th is  s e c t io n  w as  ad d ed  to  a l lo w  a n  in s u re r  to  te rm in a te  
an  in d iv id u a l's  c o v e ra g e  i f  the in d iv id u a l has c om m itte d  f ra u d  o r  in te n t io n a l 
m is re p re se n ta t io n . T h is  is  n o t p a rt o f  the fe d e ra l la w  bu t is  c o n s id e re d  an  o v e rs ig h t  
b y  the N A IC  and  H C F A .

Sec. 21.54.140. Renewability of coverage for a multiple employer welfare 
arrangement.
T h is  s e c t io n  is ad d ed  to  c o n fo rm  w ith  the m in im u m  fe d e ra l s ta n d a rd s  ( 2 9  U .S .C .
1 1 8 3 )  re la t in g  to  g u a ra n te e d  re n e w a b ili ty  f o r  M E W A  p la n s .
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See. 21.54.150. Mental health benefits.
T h is  s e c t io n  is  a d d ed  to  c o n fo rm  w ith  th e  m in im u m  fe d e ra l s ta n d a rd s  ( 4 2  U .S .C .  
3 0 0 g g - 5 ) .

Sec. 21.54.160. Excepted benefits defined.
T h is  s e c t io n  d e f in e s  th e  h e a lth  p la n s  tha t a re  n o t  su b je c t to  th e  m in im u m  fe d e ra l 
s ta n d a rd s  an d  a re  te rm e d  "e x c e p te d  b e n e fits "  in  the  fe d e ra l la w . T h e s e  "e x c e p te d  
b e n e f i t s "  a re  e x p l ic i t ly  d e fin e d  in  4 2  U .S .C .  3 0 0 g g - 9 1 (c ) .  T h e s e  h e a lth  p la n s  a re  
b a s ic a lly  lim ite d  b e n e fit  a n d  su p p lem en ta l h e a lth  in su ran ce  p la n s . T h e  d e f in i t io n  o f  
"h e a lth  c a re  in su ra n c e  p la n "  as p ro p o s e d  in  th is  b i l l  e x c lu d e s  "e x c e p te d  b e n e fits " .

Sec. 21.54.170. Determination of size of employer.
T h is  s e c t io n  d e sc rib e s  h o w  th e  s ize  o f  an  e m p lo y e r  is to  be  d e te rm in e d  a s  d e s c r ib e d  
in  4 2  U .S .C .  3 0 0 g g - 9 1 (e ) .

Article 3. Sec. 21.54.500. Definitions.
T h is  s e c t io n  ad d s  n e w  d e f in it io n s  n e c e s sa ry  to  c o n fo rm  w ith  th e  m in im u m  fe d e ra l 
s tan d a rd s . T h e  d e fin it io n s  a re  con s is ten t w ith  the  d e fin it io n s  in  4 2  U .S .C .  3 0 0 g g (b ) ,  
4 2  U .S .C .  3 0 0 g g (e ) ,  4 2  U .S .C .  3 0 0 g g - 5 (e ) ,  4 2  U .S .C .  3 0 0 g g - 9 1  re s p e c t iv e ly .

See. 60. - See. 68. Comprehensive Health Insurance Association.
T h e se  se c t io n s  am en d  A S  2 1 .5 5  re la t in g  to  the  C om p re h e n s iv e  H e a lth  In su ra n c e  A s s o c ia t io n . 
4 2  U .S .C . 3 0 0 g g - 4 4  a l lo w s  a  s ta te  to  use  a q u a li f ie d  h ig h  r is k  p o o l to  g u a ra n te e  p o r t a b i li t y  
o f  h e a lth  in su ra n c e  c o v e ra g e  to  fe d e r a l ly  e lig ib le  in d iv id u a ls . T h e  am en dm en ts  to  th is  
s e c tion  a l lo w  a " f e d e r a l ly  d e f in e d  e l ig ib le  in d iv id u a l"  d e fin e d  in  4 2  U .S .C .  3 0 0 g g - 4 1 (b )  to  
p a rt ic ip a te  in  the C H IA . U s e  o f  A la s k a 's  h ig h  r is k  p o o l (C H IA )  w o u ld  be  the le a s t d is ru p t iv e  
m ech an ism  a llo w e d  u n d e r th e  fe d e ra l la w  to  r e fo rm  the in d iv id u a l h e a lth  in su ra n c e  m a rk e t  
in  A la s k a  an d  th e re fo re  w a s  th e  s e le c te d  m ech an ism . E x p e r ie n c e  in  o th e r  s ta tes su ch  as 
W a sh in g to n , N e w  J e rs e y , a n d  N e w  Y o r k  re la t in g  to  the  a lte rn a t iv e  m e c h a n ism s  a l lo w e d  in  
the  fe d e ra l la w  h a s  re s u lte d  in  s ig n i f ic a n t  in c re a se s  in c la im s  an d  p rem iu m s  and  d e c re a s e s  
in  the  n u m b e r  o f  in d iv id u a ls  in s u re d  and  the n u m b e r o f  in su ra n c e  c om p a n ie s  w r it in g  
in d iv id u a l h e a lth  in su ra n c e .

See. 69. - Sec. 90. Small Employe* Health Reinsurance Association.
T h e se  s e c t io n s  am en d  A S  2 1 . 5 6  re la t in g  to  h e a lth  in su ra n c e  c o v e ra g e  f o r  s m a ll e m p lo y e r s  
to  re m o v e  a n y  c o n f lic ts  w ith  the m in im u m  fe d e ra l req u irem en ts  u n d e r P .L . 1 0 4 -1 9 1 . C e r ta in  
s e c t io n s  o f  A S  2 1 .5 6  w e re  re p e a le d  an d  reenac ted  u n d e r A S  2 1 .5 4  because  u n d e r fe d e ra l law  
th ose  p ro v is io n s  a p p ly  to  b o th  la rg e  and  s m a ll e m p lo y e r  g ro u p s . T h e  s e c t io n s  in  A S  2 1 . 5 6  
re la t in g  to  g u a ran te ed  issue  w e re  am end ed  to  c o n fo rm  w ith  the fe d e ra l m in im u m s  f o r  sm a ll 
e m p lo y e r  g ro u p s  p u rsu an t to  4 2  U .S .C .  3 0 0 g g - l  1. T o  th e  e x te n t p o s s ib le  the p ro v is io n s  in 
A S  2 1 .5 6  w e re  n o t m o d if ie d  u n le s s  th e y  w o u ld  p re v en t a p p lic a t io n  o f  th e  fe d e ra l m in im u m s .
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A ls o ,  s e v e r a l s e c t io n s  a re  am en d ed  to  ch an ge  the  te rm  "a s s o c ia t io n "  to  " re in s u ra n c e  
a s s o c ia t io n "  in  o rd e r  to  a v o id  c o n fu s io n  w ith  a  "b o n a  f id e  a s s o c ia t io n "  as d e f in e d  in  the  
fe d e ra l la w .

Sec. 77. AS 21.56.075. Premium report.
T h is  is  a  n e w  se c t io n  tha t re q u ire s  m em b e rs  o f  the  S m a ll E m p lo y e r  R e in s u ra n c e  A s s o c ia t io n  
to  re p o r t  to  th e  d ire c to r  o n  an  a n n u a l b a s is  th e  to ta l a m o u n t o f  s m a ll e m p lo y e r  h e a lth  
in su ran ce  p rem iu m s  w ritten  in  the  state . W h i le  n o t re q u ire d  b y  fe d e ra l law , th is  s e c t io n  w i l l  
s ig n i f ic a n t ly  im p ro v e  th e  a b i li t y  o f  th e  A s so c ia t io n  to  assess A s so c ia t io n  m em b e rs  f o r  lo s se s .

Sec. 91. AS 21.66.110(a). Premium tax payment - title insurance.
A llo w s  th e  d i r e c to r  to  d e te rm in e  th e  m e th od  o f  p a ym en t o f  p re m iu m  ta x e s  to  r e f le c t  
t e c h n o lo g y  c h an g e s  su ch  a s  e le c t ro n ic  p a ym en ts  and  to  c o l le c t  p rem iu m  ta x e s  q u a r te r ly .

Sec. 92. AS 21.66.390(a). Making of rates.
A d d s  in v e s tm en t in c om e  as o n e  o f  th e  e lem en ts  to  be c o n s id e re d  w h en  e v a lu a t in g  th e  ra te s  
c h a rg ed  b y  t it le  in su re rs .

Sec. 93. AS 21.69.310(a). Annual meeting location.
A llo w s  the  d ire c to r  u p on  s h o w  o f  g o o d  cause  to  a p p ro v e  a  d om e s tic  in su re r's  re q u e s t to  h o ld  
its re q u ire d  a n n u a l m ee tin g  in  a  c ity  o u ts id e  o f  the lo c a t io n  o f  its p r in c ip a l o f f i c e  o r  p la c e  o f  
b u s in e ss .

Sec. 94. AS 21.69.520(a). Borrowed funds.
R e q u ire s  d ire c to r  a p p ro v a l f o r  an  in su re r to  b o r ro w  fu n d s  w h en  a  w ritten  a g re em en t re q u ire s  
that the  m o n e y  b e  re p a id  o n ly  o u t o f  the  in su re r ’ s  e xce ss  s u rp lu s  and  rem o v e s  p e rm is s io n  f o r  
a n  in s u re r  to  b o r r o w  m o n e y  in  th is  m a n n e r f o r  a n y  p u rp o s e  o f  th e  in s u re r ’ s b u s in e s s .

See. 95. AS 21.75.045(a). Attorney-in-fact license exemption.
E xp an d s  th e  e x c e p t io n  fo r  b e in g  lic en sed  as an  a t tom e y - in - fa c t  to  a l l  re c ip ro c a l in su re rs . T h e  
e x e m p t io n  is a l lo w e d  w h en  th e  a t to rn e y - in - fa c t  is  a  w h o l ly - o w n e d  s u b s id ia ry  o f  the  
re c ip ro c a l in s u re r  w h o  o n ly  ac ts  f o r  the  o n e  re c ip ro c a l. A t to rn e y s - in - la c t  w h o  o p e ra te  m o re  
th an  o n e  re c ip ro c a l in s u re r  m u s t be lic e n se d  u n d e r th is  s e c t io n .

See. 96. AS 21.76.020(b). Joint insurance arrangement reporting.
S p e c i f ie s  th a t th e  re p o r t  p re p a re d  b y  a jo in t  in su ran ce  a r ra n g em en t an d  f i le d  w ith  the 
le g is la t iv e  b u d g e i and  au d it c o m m it te e  s h a ll a ls o  be  f i le d  w ith  the  d ire c to r .

Sec. 97. AS 21.76.080(c). Joint insurance arrangement reporting.
A llo w s  f o r  the re p o r t  f i le d  b y  the  jo in t  in su ran ce  a rran g em en t w ith  its b o a rd  o f  d ire c to r s  a n d  
the  d i r e c to r  to  be  an  au d it b ased  o n  g e n e ra lly  accep ted  a c c o u n t in g  p r in c ip le s  ra th e r  than
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r e q u ire m e n ts  e s ta b lis h e d  b y  th e  d ire c to r . A  re p o r t  f i le d  w ith  th e  d i r e c to r  is o p e n  to  p u b lic  
in s p e c t io n  u n le s s  s p e c i f ic a l ly  p re c lu d ed  b y  sta tu te .

Sec. 98. AS 21.78.293(b). Receiver's recommendation to the court.
I n  o rd e r  to  re d u c e  l i t ig a t io n  o v e r  c la im s  and  th e re b y  e x p ed ite  th e  c lo s u re  o f  a  re c e iv e rs h ip  
es ta te  ( t o  th e  b e n e fit  o f  in su ran c e  p o lic y h o ld e rs  and  o th e r c la im a n ts ), the s u p e r io r  c o u rt sh a ll 
re v ie w  an d  ad op t the  re c e iv e r ’ s re p o rt  o n  c la im s  b y  u s in g  the  s u b s ta n tia l e v id e n c e  s tand a rd . 
T h e  p e r io d  o f  d is a p p ro v in g  c la im s  is ex tend ed  to  1 2 0  d a y s .

See. 99. AS 21.84.590. Other provisions applicable.
T h is  am e n d m en t c la r i f ie s  th a t th e  m in im u m  fe d e ra l s ta n d a rd s  a p p ly  to  F ra te rn a l B e n e f i t  
S o c ie t ie s .

Sec. 100. - Sec. 102. Health Maintenance Organizations.
T h e s e  s e c t io n s  am end  A S  2 1 . 8 6  re la t in g  to  H M O s  in  o rd e r  to  c o n fo rm  w ith  th e  m in im u m  
fe d e ra l s ta n d a rd s  p u rsu a n t to  4 2  U .S .C . 3 0 0 g g (g ) .

Sec. 103. AS 21.87.140(c)(1). Medical service agreements.
U p d a te s  t e rm in o lo g y  o f  p a r t ic ip a n t p ro v id e r  c o n tra c t re q u irem en ts  to  r e f le c t  m an a g e d  c a re  
c o m p e n s a t io n  a r ra n g em en ts  as w e ll as t ra d it io n a l in d em n ity  re im b u rs em en t .

Sec. 104. AS 21.87.150(c)(1). Hospital service agreements.
U p d a te s  t e rm in o lo g y  o f  p a r t ic ip a n t h o sp ita l c o n tra c t re q u irem en ts  to  r e f le c t  m an ag ed  ca re  
c o m p e n s a t io n  a r ra n g em en ts  as w e l l as t ra d it io n a l in d e m n ity  re im b u rs em en t .

Sec. 105. AS 21.87.180(a). Filing and approval of agreements and contracts.
C o n fo rm s  fo n n  f i l in g  re q u irem en ts  f o r  m ed ic a l and  h o s p ita l s e rv ic e  c o rp o ra t io n s  to  s im i la r  
re q u ire m e n ts  f o r  o th e r  in s u re rs  su b je c t to  fo rm  f i l in g .

Sec. 106. AS 21.87.190(b). Subscription rates, fees, and payments.
C la r i f i e s  ra te  f i l in g  re q u irem e n ts . A l lo w s  th e  d i re c to r  d is c re t io n  to  p ro te c t m e d ic a l and  
h o sp ita l s e rv ic e  c o rp o ra t io n s  f r o m  com p e tit iv e  d is a d v a n ta g e  that m a y  a r is e  f r o m  d is c lo s in g  
ra t in g  fo rm u la s  w h en  o th e r  h e a lth  in su re rs  a re  n o t re q u ire d  to  f i le  ra te s  f o r  a p p ro v a l and  
d is c lo s e  ra t in g  fo rm u la s .

Sec. 107. AS 21.87.200. Reserves.
R e q u ire s  th a t h o sp ita l o r  m ed ic a l se rv ic e  c o rp o ra t io n s  h ave  m in im u m  re s e rv e  s ta n d a rd s  and 
re p o r t in g  c o n s ic,.en t w ith  o th e r  h e a lth  in su re rs .

Sec. 108. AS 21.87.340. Other provisions applicable.
A m en d m en ts  in  th is  s e c tion  c la r i fy  that the m in im u m  fe d e ra l s tanda rd s  a p p ly  to  H o sp ita l and 
M e d ic a l S e rv ic e  C o rp o ra t io n s .

Representative Norman Rokeberg
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Sec. 109. AS 21.89.020(g) — Short term auto policy.
C la r i f i e s  th a t th e  re q u irem e n ts  o f  A S  2 1 .3 6 .2 1 0  - 2 1 . 3 6 .3 1 0  d o  n o t a p p ly  to  s e v e n -d a y  
p o lic ie s .

Sec. 110. AS 21.90.900(29). Definitions for title.
T h e  d e f in i t io n  o f  p o lic y  is  m o d if ie d  to  ex ten d  to  g ro u p  c e rt ific a te s  issued  in  A la s k a  w h en  the 
g ro u p  p o l ic y  is is su ed  an d  d e liv e re d  o u ts id e  o f  A la s k a  to  e n su re  c o n s is te n c y  in  a p p lic a t io n  
o f  s ta te  la w  to  a l l  g ro u p  h e a lth  c a re  p la n s  c o v e r in g  in d iv id u a ls  re s id e n t in  A la s k a . T h e  n ew  
m in im u m  fe d e ra l s ta n d a rd s  a p p ly  to  su ch  c e rt if ic a te s  and  w ith o u t th is  am en d m en t A la s k a  
m a y  h a v e  d i f f ic u lt y  a sse rt in g  re g u la to ry  au th o rity  o v e r  such  c e rt i f ic a te s . F a i lu re  to  re g u la te  
g r o u p  c e r t i f ic a te s  c o u ld  re s u lt  in  th e  fe d e ra l g o v e rn m e n t d e te rm in in g  th a t A la s k a  is  n o t  
s u b s ta n t ia l ly  e n fo rc in g  the m in im u m  fe d e ra l s tan d a rd s  re s u lt in g  in  fe d e ra l re g u la t io n  o f  
A la s k a 's  h e a lth  in su ra n c e  m a rk e t .

See. 111. AS 21.90.900. Definitions for title.
T h is  s e c t io n  add s  tw o  n ew  d e fin it io n s . T h e  te rm  “ c e r t i f ie d  f in a n c ia l s ta tem en t”  is ad d ed  to  
c la r i f y  its m e a n in g  in  re la t io n  to  lic e n s in g  req u irem en ts . T h is  te rm  "m e d ic a l c a re " as d e fin e d  
in  4 2  U .S .C .  3 0 0 g g - 9 1 ( a ) ( 2 )  is  ad d ed  s in ce  it is  n eed ed  in  a rd e r  to  d e f in e  "h e a lth  c a re  
in s u ra n c e " .

Sec. 112. Repeal.
T h is  s e c t io n  re p e a ls  the s ec tion s  in  A S  2 1 .5 6  re la t in g  to  sm a ll e m p lo y e r  h e a lth  in su ran ce  that 
c o n f l ic t  w ith  fe d e ra l law . A s  sta ted  a b o v e  m an y  o f  the  p ro v is io n s  w e re  m o d if ie d  and m o v e d  
to  A S  2 1 . 5 4  s in c e  th e y  a p p ly  to  b o th  la rg e  an d  sm a ll g ro u p s  u n d e r the fe d e ra l law .

A S  2 1 . 4 2 . 3 7 5 ( d )  (m a m m o g ra p h y ) and  A S  2 1 . 4 2 .3 9 5 (d )  (p ro s ta te  a n d  c e rv ic a l c a n c e r 
s c re e n in g ) e x c lu d e  lim ite d  an d  su p p lem e n ta l b e n e fit  p la n s  f ro m  the  a p p lic a b i li t y  o f  the 
p r o v is io n s  a n d  s in c e  th e se  a re  e x c lu d e d  b y  use  o f  th e  n e w ly  d e fin e d  te rm  "h e a lth  c a re  
in s u ra n c e  p la n "  th e se  s e c t io n s  w e re  re p e a le d .

A ls o  th is  s e c t io n  c o r re c ts  an  o v e rs ig h t b y  re p e a lin g  C h a p te r  81 that w a s  su p e rsed ed  by  
le g is la t io n  en a c te d  in  1 9 9 5  (A S  2 1 .0 9 .3 1 0 ) .

See. 113. Sec. 116. and See. 119. Mental health insurance effective dates.
T h e s e  s e c t io n s  e s ta b lis h  the  e f fe c t iv e  d a te  o f  J a n u a ry  1, 1 9 9 8  and  su n se t o n  S e p tem b e r 2 0 ,  
2 0 0 1  o f  the  m e n ta l h e a lth  in su ran ce  p ro v is io n s  re q u ire d  u n d e r th e  fe d e ra l law .

Sec. 114. and Sec. 115. Repeal of sunset provisions.
T h e se  s e c t io n s  re p e a l the  sun se t p ro v is io n s  in  A S  2 1 . 5 6  re la t in g  to  S m a ll E m p lo y e r  H e a lth  
In s u ra n c e  an d  the  D e n ta l, V is io n  and  H e a r in g  p ro v is io n  in  A S  2 1 .4 2 .3 8 5 .  T h e  re p e a l o f  
A S  2 1 . 5 6  is  n e c e s sa ry  s in c e  the  a v a i la b i l i t y  p ro v is io n s  in A S  2 1 . 5 6  a re  re q u ire d  b y  fe d e ra l 
la w  w h ic h  d o  n o t sun se t.
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See. 117. and Sec. 118. Effective dates.
S e c . 6 , 7 , 2 7 - 3 0 ,  an d  91  ta k e  e f fe c t  o n  J a n u a ry  1 , 1 9 9 8 . A l l  o th e r  s e c t io n s  ta k e  e f fe c t  o n  
J u ly  1 , 1 9 9 7 .

MFF:pl:jr
9 7 - 1 0 6 .p lm
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M s . J a n e t S . S e i t z  
O f f ic e  o f  R e p re s e n ta t iv e  R o k e b e rg  
7 1 6  W e s t  F o u r th  A v en u e  
S u ite  6 4 0
A n c h o ra g e , A K  9 9 5 0 1  

D e a r  Janet:

T h a n k  y o u  f o r  c o n ta c tin g  m y  o f f ic e  re g a rd in g  H .R .  3 1 0 3 ,  the "H e a lth  In s u ra n c e  P o r ta b i li t y  
and  A c c o u n ta b i li ty  A c t  o f  1 9 9 6 ,"  and  S . 1 9 2 0 , a  b i l l  to  am end  the A la s k a  N a t io n a l In te re s t L a n d s  
C o n s e rv a t io n  A c t. P e r  y o u r  re q u e s t , 1 am  e n c lo s in g  a c o p y  o f  b o th  b i l ls .

S ig n e d  in to  la w  o n  A u g u s t 2 1 ,  1 9 9 6 , H .R . 3 1 0 3  o f f e r s  m o d e s t , m a rk e t -b a s e d  in su ra n c e  
re fo rm s  th a t d o  n o t try  to  s o lv e  a l l  th e  d e fic ie n c ie s  o f  th e  c u rre n t s y s tem . In s te a d , H .R . 3 1 0 3  take s  
a s tep  in  th e  r ig h t d ire c t io n  and w i l l  im p ro v e  access  to  in su ra n c e  f o r  m i l l io n s  o f  A m e ric a n s . 
S p e c i f ic a l ly ,  th is  b i l l  w i l l  ra is e  the h e a lth  in su ran ce  tax  d ed u c tio n  f o r  th e  s e lf - e m p lo y e d  f r o m  3 0  
p e rc en t to  8 0  p e rc en t o v e r  the n e x t s e v e ra l y e a rs ; a l lo w  a  tax  d ed u c tio n  f o r  lo n g - te rm  c a re  in su ran c e  
and  p e rm it  p e n a lty - fre e  IR A  w ith d raw a ls  f o r  lo n g - te rm  c a re  in su ra n c e ; and  c la r i fy  the  la x  la w  s o  
that te rm in a lly  i l l  in d iv id u a ls  m a y  use  th e ir l i f e  in su ran ce  to  h e lp  w ith  the c o s t  o f  c h ro n ic  o r  
te rm in a l i l ln e s s e s .

I s u p p o r t  the g o a ls  o f  th is le g is la t io n - l im i t in g  e x c lu s io n s  f o r  p re  e x is t in g  c o n d it io n s , 
m a k in g  in su ra n c e  p o rta b le , g u a ran te e in g  re n ew a b i li ty  o f  h e a lth  p la n s  and  p ro h ib it in g  in su re rs  f r o m  
d e n y in g  c o v e ra g e  to  p e rs o n s  based  o n  h e a lth  s ta tus . I  a ls o  ap p re c ia te  m o d if ic a t io n s  m ad e  to  the 
le g is la t io n  that w o u ld  in c re a se  sta te f le x ib i l i t y  in  re g u la t in g  in d iv id u a l m a rk e t in su ra n c e  re fo rm s  
and w o u ld  a l lo w  states w ith  a lte rn a t iv e  m ech an ism s  f o r  a c h ie v in g  in d iv id u a l h e a lth  c o v e ra g e  to  op t 
o u t o f  the  le g is la t io n  p e rta in in g  lo  in d iv id u a l h e a lth  in su ran ce  m a rk e t re q u irem en ts .

W ith  re g a rd  to  S . 1 9 2 0 , 1 in t ro d u c e d  th is le g is la t io n  to  h e lp  a lle v ia te  g ro w in g  con s titu en t 
c o n c e rn s  re g a rd in g  the fa i lu re  o f  F e d e ra l la n d  m an ag e rs  to  re c o g n iz e  the  p ro m is e s  th a t w e re  m ade 
to  A la s k a n s  w h en  A N IL C A  w as  f i r s t  p a ssed . U n fo r tu n a te ly , d u e  to  t im e  c o n s id e ra t io n s  w e  w e re  
u n a b le  to  c o n s id e r  S . 1 9 2 0  b e fo re  the  a d jo u rn m e n t o f  the 1 0 4 th  C o n g re s s .

A g a in , th an k  y o u  f o r  ta k in g  the tim e  to  c on ta c t m y  o f f i c e  re g a rd in g  these  issu es .

F ra n k  H . M u rk o w s k i  
U n ite d  S ta te s  S e n a to r

E n c lo s u re s : 2



Senate Bill 104

Omnibus Insurance Changes 
&

Health Insurance Portability & Accountability

T o  c o i n  a  p h r a s e  -  S B  1 0 4  i s  s i m p l y  a  l i t t l e  7 5  p a g e  h o u s e k e e p i n g  b i l l .

On a more serious note:

E a c h  o f  y o u  h a v e  b e e n  p r o v i d e d  w i t h  a n  e x c e l l e n t  s u m m a r y  o f  t h e  
l e g i s l a t i o n  i n  y o u r  f l o o r  p a c k e t s .  T h i s  i n f o r m a t i o n  w a s  p r e p a r e d  b y  M r s .  
M a r i a n n e  B u r k e ,  D i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e  f o r  t h e  S t a t e  o f  
A l a s k a .  M s .  B u r k e  i s  h e r e  t o d a y  i n  t h e  g a l l e r y  t o  a n s w e r  q u e s t i o n s  f o r  
m e m b e r s  d u r i n g  a n  a t  e a s e  s h o u l d  t h e y  a r i s e .

M r s .  B u r k e  w a s  v e r y  p a t i e n t  w i t h  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  
C o m m i t t e e  a s  w e  f i r s t  s t r u g g l e d  w i t h  t h e  i d e a  o f  a  7 5  p a g e  b i l l  a n d  t h e n  
t h e  c o m p l e x  t e c h n i c a l  n u a n c e s  o f  i n s u r a n c e .

T h e  D i v i s i o n  o f  I n s u r a n c e  r e q u e s t e d  t h i s  b i l l  i n  o r d e r  t o  a c c o m p l i s h  t w o  
g o a l s :

F i r s t :  T h e  b i l l  i n c o r p o r a t e s  a  n u m b e r  o f  p r o c e d u r a l  c h a n g e s  t h a t  

w i l l  e n h a n c e  t h e  e f f e c t i v e n e s s ,  e f f i c i e n c y  a n d  q u a l i t y  o f  i n s u r a n c e  

r e g u l a t i o n  f o r  t h e  A l a s k a n  c o n s u m e r  a n d  i n d u s t r y .  T h e  c h a n g e s  

a r e  d e s i g n e d  t o  e n s u r e  t h a t  i n s u r e r s  c o n d u c t i n g  b u s i n e s s  i n  t h i s  

s t a t e  a r e  s o l v e n t ,  t h a t  r e c o r d s  s u c h  a s  a s s e t s ,  t r a n s a c t i o n s ,  

c o m p l a i n t s  a r e  p r o p e r l y  m a i n t a i n e d  a t  t h e  p r i n c i p a l  p l a c e  o f  

b u s i n e s s  a n d  a p p r o p r i a t e  r e p o r t s  a n d  p e r t i n e n t  c o r p o r a t e  c h a n g e s  

a r e  s u b m i t t e d  t o  t h e  D i v i s i o n  o f  I n s u r a n c e .  I n  a d d i t i o n  S B  1 0 4  

e s t a b l i s h e s  m i n i m u m  r e s e r v e s  a n d  p r e m i u m  r a t e  s t a n d a r d s  f o r  a l l



h e a l t h  i n s u r e r s .  C l a r i f i e s  l i c e n s i n g  s t a t u e s  w h i c h  a r e  i n c o n s i s t e n t  

w i t h  t h e  c h i l d  s u p p o r t  e n f o r c e m e n t  l e g i s l a t i o n  e n a c t e d  l a s t  s e s s i o n

S e c o n d l y :  T h e  m a j o r i t y  o f  t h e  b i l l  i m p l e m e n t s  H .  R .  3 1 0 3 ,  t h e  

K a s s e b a u m / K e n n e d y  f e d e r a l  H e a l t h  I n s u r a n c e  P o r t a b i l i t y  a n d  

A c c o u n t a b i l i t y  A c t  o f  1 9 9 6  t h a t  w a s  s i g n e d  i n t o  l a w  o n  A u g u s t  2 1 ,  

1 9 9 6 ,  S B  1 0 4  i m p l e m e n t s  t h e  m i n i m u m  f e d e r a l  s t a n d a r d s  f o r  

i n d i v i d u a l  a n d  g r o u p  h e a l t h  i n s u r a n c e  p l a n s  e s t a b l i s h e d  u n d e r  t h e

p a g e  2

K a s s e n b a u m / K e n n e d y  b i l l .  T h e  p r o v i s i o n s  c o n t a i n e d  i n  S B  1 0 4  

m u s t  b e  i m p l e m e n t e d  b y  J u l y  1 , 1 9 9 7  o r  t h e  f e d e r a l  

g o v e r n m e n t  w i l l  t a k e  o v e r  r e g u l a t i o n  o f  i n d i v i d u a l  a n d  g r o u p  

h e a l t h  i n s u r a n c e  i n  A l a s k a .  W i t h o u t  S B  1 0 4  t h e  m o r e  

r e s t r i c t i v e  f e d e r a l  m a r k e t  r e f o r m s  w i l l  e n f o r c e d  o n  a l l  h e a l t h  

i n s u r e r s .

Similar to the way the federal Environmental Protection 
Agency implements and enforces the Clean Water Act for 
Alaska.

T h i s  b i l l  o f f e r s  m o d e s t ,  m a r k e t - b a s e d  i n s u r a n c e  r e f o r m s  t h a t  d o  n o t  

t r y  t o  s o l v e  a l l  t h e  d e f i c i e n c i e s  o f  t h e  c u r r e n t  i n s u r a n c e  s y s t e m  a n d  

w h i l e  a t  t h e  s a m e  t i m e  i m p r o v i n g  a c c e s s  t o  i n s u r a n c e  f o r  

t h o u s a n d s  o f  A l a s k a n s .



T h e  m o s t  s i g n i f i c a n t  e l e m e n t s  o f  t h e  f e d e r a l  i n s u r a n c e  r e f o r m  

c o n t a i n e d  S B  1 0 4  a r e :

•  i t  l i m i t s  e x c l u s i o n s  f o r  p r e - e x i s t i n g  c o n d i t i o n s ,

•  m a k e s  i n s u r a n c e  p o r t a b l e ,

•  g u a r a n t e e s  r e n e w a l  o f  h e a l t h  p l a n s

•  p r o h i b i t s  i n s u r e r s  f r o m  d e n y i n g  c o v e r a g e  t o  p e r s o n s  b a s e d  o n  

h e a l t h  s t a t u s .



O ffic ia l Business

Alaska State Legislature
Senate

R u le s  C o m m i t t e e

Slate Capitol 
Juneau, AK. 99801-1182

(r is i
SB 104 - Omnibus insurance Reform

S e n a t e  Bill 1 0 4  c o n ta in s  n um erou s  p ro cedu ra l r e qu irem en ts  

d e s ig n e d  to e n su r e  that in su r e r s  conduct in g  b u s in e s s  in th is  s ta te  

a re  so lv e n t ,  that re co rd s  a re  properly m a in ta in ed , and  that app rop ­

riate repo rts  a re  m ad e  to the D iv is ion . It a l s o  e l im in a te s  un in ten ­

t ional b a r r ie r s  to c o m p a n ie s  s e e k in g  to do b u s in e s s  in A la sk a .

In add it ion , S B  1 0 4  co n ta in s  re q u irem en ts  for h ea lth  in su r ­

a n c e ,  p roduce r  l i c e n s in g ,  co llection of p rem ium  t a x e s ,  a n d  it 

c la r i f ie s  l i c e n s in g  s t a t u t e s  w h ich  a r e  in c o n s i s t e n t  w ith ch ild  

su p p o r t  e n fo rc em en t  le g is la t io n  e n a c ted  la s t  s e s s i o n .

T h i s  bill r e q u ir e s  an  in su re r  or l i c e n s e e  to report a n y  s u s ­

p ec ted  p rodu ce r  d e fa lc a t io n  or e m b e z z le m e n t  im m ed ia te ly  to the 

D irector. In su r e r s  a re  requ ired  to report a n y  pert inen t co rpo ra te  

c h a n g e s .  Jo in t  In su r a n c e  A rrangem en ts  (J IA 's ) reporting to the 

D irector, and  R i s k  B a s e  Cap ita l f i l in g s  a re  c lar if ied . S B  1 0 4  a l so  

r e q u ir e s  tha t  an  in su re r  m a in ta in  re co rd s  a t  its p r inc ipa l p lace  

of b u s i n e s s .  T h o s e  re co rd s  perta in  to a s s e t s ,  t r a n sa c t io n s ,  co m ­

p la in t s ,  a n d  o the r  co rpo ra te  a f fa ir s  for all l in e s  of b u s i n e s s  

t r a n s a c t e d .

S e n a t e  Bill 1 0 4  a l lo w s  the D irector of the D iv is ion  of In­

s u r a n c e  to d e te rm ine  the method of p aym en ts ,  and  to co llec t 

p rem ium  t a x e s  qua r te r ly .

C u rren t  in s u r a n c e  s t a tu te s  requ ire  a  m in im um  leve l of re ­

s e r v e s  a n d  p rem ium  ra te s  that a re  not e x c e s s i v e ,  in ad equ a te ,  or 

un fa ir ly  d isc r im in a to ry , but on ly for ho sp ita l  an d  m ed ic a l  s e r v ic e  

co rpo ra t io n s .  S B  1 0 4  will e s t a b l i sh  su ch  m in imum  r e s e r v e  and  

p rem ium  ra te  s t a n d a r d s  for all hea lth  in su re r s ,  th e reby  prov id ing  

for a  m ore  leve l p lay in g  fie ld , and  at the s a m e  t ime, e l im inat ing



a r c h a ic  ho sp ita l  and  m ed ica l s e rv ic e  corporation hea lth  r e se r v e  

s t a n d a r d s .

Under cu rren t law , life and  hea lth  in su re r s  a re  not a l low ed  

to write  s t o p - lo s s  in su ran ce .  T h is  bill a d d s  s to p - lo s s  in su r a n c e  

to the  defin it ion of hea lth  in su ran c e  wh ich  a l lo w s  life and  hea lth  

in su r e r s  to write th is  c o v e rag e ,  and  g iv e s  em p lo ye r s  the v a lu e  of 

low er r isk  a s s e s s m e n t s  and  lower p rem ium s.

In order to reduce  litigation over c la im s  and  thereby  e x ­

ped ite  the  c lo s u r e -o f  a  re ce iv e r sh ip  e s t a te ,  to the  benefit  of A la s ­

k a  po licy ho ld e r s  and  other c la im an ts , S B  1 0 4  p ro v id e s  that the 

su p e r io r  court s h a l l  rev iew  and  adopt the r e c e iv e r ’s  report on 

c la im s  by u s in g  the su b s tan t ia l  e v id ence  s tand a rd . The period 

for d isap p ro v in g  c la im s  is  ex tended  to 1 2 0  d a y s .

Other c h a n g e s  a re  inc luded in th is bill to e n h an c e  the e f­

f ic ie n cy  of the  D iv is ion  of In su ran ce  and  the qua lity  of regu la t ion  

for the  A la sk an  con sum er . The bill c a r r ie s  a  z e ro  f isc a l note.

If there  a re  q u e s t io n s ,  p le a s e  con tact M ar ianne  Burke  at 

4 6 5 - 2 5 1 5 ,  or T im Ben in tend i a t 4 6 5 - 3 7 7 0 .

TDK/tb /sta tement.104



4

Apr-02-97 03 :16  PM

HP OfficeJet Fax Log Report
Personal Printer/Fax/Copier

Identification Result Papes T y p e  P ate  T im e  Duration D iagnostic

95869520 OK 03 Sent Apr-02 03:14P 00:02:09 002185230020

7.0.0



ALASKA STATE LEGISLATURE 
House of Representatives

COMMITTEE ASSIGNMENTS.
LABORS COMMERCE COMMITTEE. CHAIRMAN
SPECIAL COMMITTEE ON OIL 4 GAS. MEMBER
JUDICIARY COMMITTEE. MEMBER
CORRECTIONS BUDGET SUBCOMMITTEE. MEMBER
ADMINISTRATION BUDGET SUBCOMMITTEE MEMBER
HEALTH 4 SOCIAL SERVICES BUOGET SUBCOMMITTEE MEMBER

Representative Norman Rokeberg
J U S T  T H E  F A X

D ate :

TO:

INTERIM:
716 WEST 4TH AVENUE. SUITE 640 
ANCHORAGE. AK 99501 
PHONE: (907) 256*6191 
FAX: (907)258-2916

SESSION:
STATE CAPITOL 
JUNEAU. AK 99801-1192 
PHONE: (907)455-4568 
FAX: (907)465-2040

FAX: S ' R V o - q g  8 , f ) T e l e p h o n e  / y

FRO M : R e p r e s e n t a t i v e  N o rm a n  R o k e b e r g

FAX: ( 9 0 7 )  4 6 5 - 2 0 4 0 T e l e p h o n e : ( 9 0 7 )  4 6 5 - 4 9 6 8

N u m b e r  o f  P a g e s :  ( i n c l u d in g  t h i s  p a g e )

C o m m e n t s :  / A 4 <

Z
f

3 - C a v e  N i c e  D a y



C i o Hr}
SECTIONAL ANALYSES

T he D iv is ion  o f  Insurance has routinely secured  pu b lic  input on insurance regulatory issues using a variety 
o f  adv isory  com m ittees. V olunteers, including m any insurance professionals prov id in g  techn ica l input, 
have served w ithout com pensation  from  the state, recogn iz in g  that i f  transportation o r  per d iem  expenses 
w ere paid b y  the d iv ision  the costs  w ou ld  be passed back to them through h igher licensee fees  o r  higher 
insurance prem ium s reflecting  increased adm inistrative costs. T he p ossib ility  that paym ent m ight be 
required under A S  39 .2 0 .1 8 0  has recently  been brought to the d iv is ion ’ s attention. This section  w ou ld  
reaffirm  that persons participating on  d iv is ion  advisory  com m ittees d o  not rece ive  paym ent for 
transportation o r  per diem  expense.

S ection 2. AS 21.06.110

U pdates in form ation  required to be included in the d iv is ion ’ s annual report to  reflect current practices 
regarding issuance o f  certificates o f  authority and prim ary regulation o f  dom estic  insurers.

Section 3. A S 21.06.160(a). E x am in a tio n  C ost.

C larifies this subsection  to a llow  the ca lcu lation  o f  a reasonable per hour charge fo r  exam ination  sen d ees 
to include approxim ated d iv ision  overhead  expenses such as w ord  processin g  serv ices, facilities and 
supplies, com pu ter system s, etc. and that o u t-o f-p o ck e t  expenses including travel costs shall be paid b y  the 
person being exam ined.

Section 4. AS 21.09.210(b). P rem iu m  T ax  P ay m en t - A d m itted  In su re rs .

A llo w s  the d irector to determ ine the m ethod o f  paym ent o f  prem ium  taxes to reflect te ch n o log y  changes 
such as e lectron ic  paym ents and to  c o lle c t  prem ium  taxes quarterly.

Section  5. AS 21.09.210(d). P rem iu m  T ax  P ay m en t - A d m itted  W et M arin e  an d  T ra n sp o r ta tio n  
In su re rs .

A llo w s  the d irector to determ ine the m ethod  o f  paym ent o f  prem ium  taxes to reflect te ch n o log y  changes 
such as e lectron ic  paym ents and to co lle c t  prem ium  taxes quarterly.

Section 6. AS 21.09.245. A m en d m en ts  io  C ertifica te  o f  A u th o rity .

A  new  section  that requires an authorized insurer to file  with the d iv is ion  w ithin 30 days a nam e change, 
d om icilia ry  state change, o r  other in form ation  on  its certificate o f  authority. A m endm ent to the insurer’ s 
articles o f  incorporation  or bylaw s, a change o f  business address or phone num ber, and other inform ation 
as designated by  the d irector must be filed  within 90 days, and prov ide fo r  penalties fo r  n on com plian ce .

Section 7. A S 21.09.320. M ain ten an ce  o f  R ecords.

This new  section  that identifies w h ich  records are required to be kept by  adm itted insurers d om ic iled  in 
another state. Retention tim es arc sp ecified . D om estic  insurers arc sub ject to existing and unchanged 
prov isions. T he lack o f  requirem ents for other adm itted insurers has im peded the d iv is ion ’ s regulatory 
oversigh t in clud ing exam inations and other investigations.

Section  8. AS 21.12.020(a)(4)(A )(iii). A ccred ited  R e in su re r  Q ualifica tions.

R em oves  a requirem ent for a certification  o f  insurer so lv e n cy  from  an insurer’ s dom icilia ry  regulator 
because som e foreign  countries d o  not p rov ide  such certifications. C ertification  w ill still be  required from  
the insurer’ s p u o lic  accountant.

Section 1. AS 21.06.030
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Section  9. A S 21.12.050. H ea lth  in su ra n c e  defined .I

R evision  to this su bsection  adds stop  loss insurance to the defin ition  o f  health insurance to affirm  that life 
and health insurers are perm itted to w rite stop  loss coverage .

S ection 10. A S 21.12.050. S top-loss in su ra n c e  defined .

D efin ition  o f  stop -loss  insurance as re feren ced  in A S  2 1 .12 .050 .

Section 11. A S 21.14.010(a). R isk  B ased  C ap ita l F iling .

C larifies that a d om estic  insurer m ust subm it its risk based capital report to  the d irector w ithout a sp e c ific  
request.

Section 12. AS 21.14.200(18). R isk  B ased  C ap ita l In s tru c tio n s .

C larifies that instructions adopted by  the N ational A ssocia tion  o f  Insurance C om m ission ers  are to be 
fo llo w e d  in preparing a risk based capital ca lcu lation . D ue to the com p lex ity  o f  the ca lcu lation , its 
continual refinem ent, and insurer need fo r  nationw ide con sisten cy , regulations are an inappropriate w ay  to 
prov ide  instructions to insurers.

Section 13. A S 21.18.050(4). C ap ita l s to ck  an d  liab ilities c h a rg ed  ag a in s t asse ts.

R equires that the m inim um  reserves fo r  health insurance established in A S  2 1 .1 8 .0 8 0 -2 1 .1 8 .0 8 6  be 
charged against an insurer’ s adm itted assets fo r  the purpose o f  determ in ing the insurer’ s statutory financial 
con d ition .

Section  14. A S 21.18.080. R eserve  s ta n d a rd s  fo r h ea lth  in su ran ce .

A dop ts a m ore  w ell defined  and appropriate standard fo r  m inim um  reserves fo r  health insurance.
R equires that reserve adequacy  be determ ined b y  a gross prem ium  valuation con sid erin g  the sum  o f  p o licy  
reserves, c la im s reserves, and prem ium  reserves established under A S  2 1 .1 8 .0 8 2 -A S  21 .1 8 .0 8 6 .

Section 15. N ew  sec tions a re  ad d ed  to  p ro v id e  fo r m in im u m  h ea lth  in su ra n c e  re se rv e  s ta n d a rd s .

AS 21.18.082. Policy re se rv es  fo r h ea lth  in su ran ce .

D efin es  w h ich  p o lic ie s  require a p o lic y  reserve and h ow  to calcu late the reserve based on 
m inim um  standards relating to interest rates, p o licy  term ination, m orbid ity , and reserve m ethod.

AS 21.18.084. C laim  reserv es  fo r  h ea lth  in su ran ce .

Establishes that claim  reserves are required for all incurred and unpaid cla im s, includin   ̂
associated  expenses, on health insurance p o lic ies .

AS 21.18.086. P rem iu m  reserv es fo r h ea lth  in su ran ce .

E stablishes prem ium  reserve requirem ents that include standards fo r  accou ntin g , discounting, 
m eth od o log y , and m inim um s levels o f  unearned prem ium  reserves as they relate to p o licy  reserves.

Section  16. AS 21.21.410. C u sto d ian  A g reem en ts .

R equires that a written agreem ent m ust ex ist betw een an insurer and the custod ian  o f  its assets, securities, 
or  investm ents. T he agreem ent m ust require that the custodian w ill indem nify  fo r  losses i f  loss results 
from  theft, m ysterious disappearance, dam age or destruction, o r  n eg lig en ce  o r  d ish on esty  o f  the
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custod ian ’ s o ffice rs , em p loyees , o r  agents. T he agreem ent m ust require the custod ian  to  p rom ptly  rep lace 
an asset o r  value o f  the asset. A  bank, trust com p an y , or securities firm  m ay serve as custod ian  i f  
authorized by  the insurer and approvccl b y  the director.

Section 17. AS 21.27.010(f)(2)(B).

Editorial revision  to m ake “ o r ”  the appropriate con n ector  consistent w ith identical language in (g ) (1 )  o f  the 
section .

Section  18. AS 21.27.010(1). A tto rn ey -in -fac t L icense E xem ption .

C larifies that an a ttom ey-in -fa ct o f  a recip roca l insurer w h o  m eets the qu a lifica tion s to  be exem p t from  
licensure as an attorney-in -fact is not required to be licensed under A S  2 1 .2 7  as a m anaging general agent.

Section 19. AS 21.27.040(a). A p p lica tio n  fo r L icense.

C od ifies  current p rocedure that requires an applicant to certify  under oath that the in form ation  prov id ed  on  
a license application  is true and correct.

Section 20. AS 21.27.370(b). S h a re d  C om m issions.

R eaffirm s that an unlicensed person  m ay not share o r  rece ive  a com m iss ion  o r  any form  o f  rem uneration 
for  business transacted in this state, nor m ay  a licensee share com m iss ion  o r  other form  o f  rem uneration 
with an unlicensed person.

Section 21. AS 21.27.390(b). T e m p o ra ry  L icense.

C on form s A S  2 1 .2 7  with the requirem ent to issue a tem porary license under A S  2 5 .2 7 .2 4 4  (W e lfa re  
R eform ).

Section 22. AS 21.27.405(b). In v es tig a tio n ; cease an d  desist o rd e r .

Updates procedures to a llow  the d irector the flex ib ility  to p rov ide  serv ice  o f  n otice  to  a person  in the m ost 
e ffe ctiv e  and e ffic ien t w ay.

Section 23. AS 21.27.440(a). F ines.

Provides authority for the d irector to fine an unlicensed person w h o  illega lly  transacted the business o f  
insurance and rece ived  a com m ission  o r  other form  o f  rem uneration.

Section 24. AS 21.27.640(b)(5)(D ). T h ird  P a r ty  A dm inis r a to r  L icense A p p lica tio n .

G ives a third-party adm inistrator applicant an op tion  to subm it certified  financial statem ents fo r  its period  
o f  operation  i f  operations have been fo r  less then tw o  years in order to rem ove  a barrier to start up 
operations fo r  an applicant w h o  w ou ld  otherw ise be qualified  to act as a third-party adm inistrator.

Section  25. AS 21.34.040(c)(4). U n au th o riz ed  In su re rs  - L lo y d ’s S ynd icates.

Establishes so lv en cy  requirem ents fo r  each  syndicate o r  insurer o f  L loy d s  o r  a sim ilar operation .

Section 26. AS 21.34.040(c)(5). U n au th o rized  In su re rs  - In su ra n c e  E xchange.

Establishes so lv e n cy  requirem ents fo r  each  syndicate o f  an insurance exch ange created by  the law s o f  
another state.
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A llow s  the d ire c to r to  de te rm ine  the m ethod o f  paym ent o f  p rem ium  taxes to  re f le c t te chn o log y  changes 
such as e le c tron ic  paym ents and to  c o lle c t p rem ium  taxes qu a rte rly .

Section 28. AS 21.34.190(a). U n au th o riz ed  F iling Fee.

C la r if ie s  that the one percen t fee  on  g ross p rem ium s is ca lcu la ted  on  the g ross  p rem ium s reported on  the 
statement o f  su rp lu s  lin es tax requ ired  under A S  2 1 .3 4 .1 8 0 (b ) , w h ich  has been am ended to a llow  the 
d irec to r to  requ ire  repo rting  m o re  o ften  than annua lly .

S ection 29. A S 21.36.095(e)(5). C h ild  coverage; en ro llm en t, n o n cu sto d ia l p a re n ts  and  
d isc rim in a tio n .

C la r if ie s  that the C om p rehen s ive  H ea lth  Insurance A ssoc ia tion  is the en tity  sub jec t to  the requ irem ents o f  
the section .

Section 30. AS 21.36.185.

Estab lishes a requ irem en t based on  the N A IC  M od e l U n fa ir  T rade  P rac tices A c t fo r  an in su re r to m ain ta in  
records rega rd ing  the com p la in ts  it rece ives . The record  w i l l assist the d iv is io n  in eva lu a tin g  an in su re r ’ s 
c on sum er practices.

Section 31. A S 21.36.240. F a ilu re  to  renew .

C la r i fy  that an insurance p o lic y  m ay  o n ly  be non -renew ed on its annua l a n n iv e rsa ry . T h is  o n ly  app lies  to 
pe rsona l p rop e rty  and casu a lty  insu rance.

Section 32. AS 21.36.290. P olicy  p erio d .

In  c on ju n c tion  w ith A S  2 1 .3 6 .2 4 0 , c la r if ie s  the annual p o lic y  p e riod  and assu res that ra tes fo r  pe rsona l 
au to insu rance m ay  o n ly  be changed once eve ry  6  m on ths, even i f  the p o lic y  is w ritten  fo r  a sho rte r tim e 
pe riod .

Section 33. A S 21.36.390. N otice to  d irec to r.

Adds a req i rem ent that in su re rs  and o th e r licensees repo rt p rod uce r d e fa lc a t io n s , em bezz lem en ts , o r  
v io la t io n s  ti the d ire c to r in m uch the m anner as cu rren tly  is requ ired  fo r  rep o rt in g  c la im  fraud . L ack  o f  
t im e ly  repo rts  to  the d iv is io n  has resu lted  in s ituations in v v ' ' -b harm  to  the pu b lic  o r  o th e r insu rers has 
been exacerbated . R equ ire s  licensees as w e ll as insurers to  ic p o rt fra u d u len t c la im s .

Section 34. AS 2 1 .3 9 .0 4 5 (b )--R isk  c lassification : co n stru c tio n  in d u s try .

C la r if ie s  that the c red it sca le  re cogn iz in g  d iffe ren ces  in wages paid  app lie s  o n ly  to  the construction 
industry .

Section 35. A S 21.42.130(5). D isap p ro v a l o f  form s.

C la r if ie s  that rates fo r  in d iv id u a l hea lth  insurance are not sub jec t to  ap p ro v a l consisten t w ith curren t 
statutes that d o  not p rov id e  a m echan ism  o r  gu ide lines fo r  such rate rev iew .

Section 36. AS 21.42.205. C o o rd in a tio n  o f  benefits.

R equ ires that bene fits p rov id ed  under hea lth  insurance contracts be c oo rd in a ted . T h is  coo rd in a tion  is 
app licab le  o n ly  when an in d iv id u a l is cove red  under m o re  than one  hea lth  in su ra .. :e  contract.

Section 27. AS 21.34.180(b). Premium Tax Payment - Unauthorized.
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C la r if ie s  that insurance cove rage  changes requ ired  by a law  change becom e e ffe c t iv e  at renew a l un less the 
law  p rov id es an e a r lie r  e ffe c t iv e  date f o r  the changes.

Section 38. A S 21.54.015. R a te  re q u ire m e n ts .

R equ ires that rates f o r  g roup  hea lth  insu rance contracts n o t be excess ive , inadequate , o r  u n fa ir ly  
d isc rim in a to ry  to  p ro v id e  a consisten t standard fo r  a l l g roup  hea lth  insu rers .

Section 39. AS 21.66.110(a). P re m iu m  T ax  P ay m en t -  T itle  In su ra n c e .

A llow s  the d ire c to r to  de te rm ine the m ethod  o f  paym en t o f  p rem ium  taxes to  re f le c t techn o log y  changes 
such as e le c tron ic  paym ents and to  c o lle c t p rem ium  taxes qu a rte r ly .

Section 40. AS 21.66.390(a).

Adds investm ent in com e as one o f  the e lem en ts to be cons ide red  when eva lu a tin g  the rates charged by title  
insurers.

Section  41. AS 21.69.310(a). A n n u a l M ee tin g  L oca tio n .

A llow s  the d ire c to r upon show  o f  g ood  cause to  app rove  a dom estic  insurer's request to  h o ld  its requ ired 
annual m eeting in a c ity  ou ts ide  o f  the lo ca tion  o f  its p rin c ip a l o f f ic e  o r  p lace  o f  business.

Section 42. AS 21.69.520(a). B o rro w ed  F u n d s .

Requ ires d ire c to r a p p rova l fo r  an in su re r to  b o rrow  funds when a w ritten ag reem en t requ ires that the 
m oney be repa id  o n ly  ou t o f  the in su re r ’ s excess su rp lu s and rem oves p e rm iss ion  fo r  an in su re r to  b o rrow  
m oney in this m anne r fo r  any  pu rpose  o f  the in su re r ’ s business.

Section 43. AS 21.75.045(a). A tto rn e y - in -fa c t L icense  E x em p tio n .

Expands the excep tion  fo r  being licensed  as an a tto rn ey -in -fa c t to  a l l re c ip roca l insu re rs . The exem p tion  is 
a llow ed  when the a tto rn ey -in -fa c t is a w h o lly -ow n ed  sub s id ia ry  o f  the re c ip roca l in su re r w ho o n ly  acts fo r  
the one rec ip roca l. A tto rn e y s -in -fa c t w h o  ope ra te  m ore  than one re c ip ro ca l in su re r must be licensed under 
this section .

Section  44. AS 21.76.020(b). J o in t  In s u ra n c e  A rra n g e m e n t R ep o rtin g .

Spec ifie s  that the repo rt p repared by  a jo in t  insu rance a rrangem en t and fi le d  w ith  the le g is la tiv e  budget and 
audit com m ittee  sh a ll a ls o  be f i le d  w ith  the d irec to r.

Section  45. AS 21.76.080(c). J o in t  In s u ra n c e  A rra n g e m e n t R ep o rtin g .

A llow s  fo r  the repo rt f i le d  by the jo in t  insu rance a rrangem en t w ith its board  o f  d ire c to rs  and the d irec to r to 
be an aud it based on g e n e ra lly  accepted accoun ting  p rin c ip le s  ra th e r than requ irem en ts estab lished by the 
d irec to r. A  rep o rt f i le d  w ith  the d ire c to r is open  to pub lic  inspection  un less s p e c ific a lly  p rec luded  by 
statute.

Section  46. A S 21.78 .293(b).

In  o rd e r to reduce lit ig a tion  o v e r c la im s  and thereby exped ite  the c lo su re  o f  a rece ive rsh ip  estate (to  the 
bene fit o f  insu rance p o lic y h o ld e rs  and o th e r c la im an ts ), the su p e rio r cou rt sh a ll re v iew  and adop t the 
re c e iv e r ’ s repo rt on  c la im s  by using  the substan tia l ev idence standard . T he  p e riod  o f  d isapp rov in g  c la im s 
is extended to 1 20  days.

Section 37. AS 21.42.265.
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Updates te rm in o lo g y  o f  pa rtic ip an t p ro v id e r contract requ irem ents to  re fle c t m anaged care com pensation 
arrangem ents as w e ll as trad it ion a l indem n ity  re im bursem ent.

Section 48. A S 21.87.150(c)(1).

Updates te rm in o lo g y  o f  pa rtic ip an t hosp ita l con trac t requ irem en ts to re fle c t m anaged care com pensation 
arrangem ents as w e ll as trad it ion a l indem n ity  re im bursem ent.

Section 49. A S  21.87.180(a).

C on fo rm s  fo rm  f i lin g  requ irem en ts f o r  m ed ica l and hosp ita l se rv ice  c o rp o ra tion s  to s im ila r requ irem ents 
fo r  o the r in su re rs  sub jec t to  fo rm  fi lin g .

Section 50. A S 21.87.190(b). S u b sc rip tio n  ra te s , fees, an d  p ay m en ts .

C la r if ie s  rate f i l in g  requ irem en ts . A llo w s  the d irec to r d isc re tion  lo  p rotect m ed ica l and hosp ita l se rv ice 
co rp o ra tion s  from  com pe titiv e  d isadvantage that m ay  arise  from  d isc lo s in g  ra ting  fo rm u la s  w iien o the r 
health in su re rs  are  no t requ ired  to  f i le  rates fo r  app rova l and d isc lo se  ra ting  fo rm u la s .

Section 51. A S 21.87.200. R eserves.

Requ ires that h osp ita l o r  m ed ica l se rv ice  c o rp o ra tion s  have m in im um  rese rve  standards and repo rting  
consistent w ith  o th e r hea lth  insu rers .

Section 52. A S  21.89.020(g) -- S h o rt te rm  au to  policy.

C la r if ie s  that the requ irem en ts o f  A S  2 1 .3 6 .2 1 0  - 2 1 .3 6 .3 1 0  do  not a p p ly  to seven -d ay  po lic ie s .

Section 53. A S 21.90.900(29).

A ffirm s  that ce rtific a te s  o r  o th e r ev idences o f  insurance cove rin g  A la skan s  as insureds o r  bene fic ia ries 
under g rou p , tru st, a ssoc ia tion , o r  s im ila r  p o lic ie s  are  p o lic ie s  sub jec t to  A S  2 1 , inc lud ing  mandated 
coverages o r  m andated  o f fe r s  o f  cove rage  under A S  2 1 .4 2 .

Section 54. A S 21.90.900(41). D efin ition .

A new d e fin it io n  to  sp e c ify  what the term  “ ce rtified  fin an c ia l statem ent”  m eans in licensing  requ irem ents . 

Section 55. A S 21.81. C h a p te r  R epeal.

Correc ts  an o v e rs ig h t by rep ea lin g  C hap te r 81 that w as superseded by leg is la tion  enacted in 1995 (A S  
2 1 .0 9 .3 1 0 ) .

Section 56. E ffective  D a te  fo r  C e r ta in  Sections.

Sections 4 , 5 , 2 7 , 2 8 , 2 9 , 3 0 , and 41 are  to take e ffe c t on  Janua ry  1, 1998 .

Section 57. E ffective  D ate .

A ll o th e r sec tion s arc  to  take e ffe c t on Ju ly  I , 1997 .

Section 47. AS 21.87.140(c)(1).
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REPRESENTATIVE NORMAN ROKEBERG, CHAIRMAN 
REPRESENTATIVE JOHN COWDERY, VICE CHAIRMAN 
REPRESENTATIVE BILL HUDSON 
REPRESENTATIVE JOE RYAN 
REPRESENTA LIVE JERRY SANDERS 
REPRESENTATIVE TOM BRICE 
REPRESENTATIVE GENE KUBINA 
COMMITTEE HEARING ROOM 17 STATE CAPITOL

COMMITTEE MEMBERS:

Labor and Commerce Committee

INTERIM:
716 WEST 4TH AVENUE, SUITE 640 
ANCHORAGE, AK 99501 
PHONE: (907)256-8191 
FAX: (907)258-2916

SESSION:
STATE CAPITOL ROOM 24 
JUNEAU. AK 99801-1182 
PHONE: (907) 465-4954 
FAX: (907) 465-2040

MEMORANDUM
TO: Representative John Cowdery

Representative Bill Hudson 

Representative Joe  Ryan 

Representative Jerry Sanders  

Representative Tom Brice 

Representative Gene Kubina

FR O M : Representative Norman Rokeberg, Chairman

House Labor & Commerce Committee

DATE: April 25, 1997

A d d i t i o n a l  M a t e r i a l s  P r o v i d e d  

T o  C o m m i t t e e  A f t e r  B i l l  P a c k e t s  

D e l i v e r e d  T o  C o m m i t t e e  M e m b e r s
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MICHAEL L. LESSMEIER 
GREGORY W. LESSMEIER 
SHELDON E. WINTERS 
BETH LEIBOWITZ*

One Sealaska Plaza 
Suite 303 

Juneau, A laska 99801-1249

TELEPHONE: (907) 5B6-59I2 
FACSIMILE: (907) 463-3020

•MICHIGAN

A p ri l 2 4 , 1 9 9 7

R ep re sen ta tiv e  N o rm an  R o k e b e rg  
H ou se  o f  R ep re sen ta tiv e s  
L a b o r &  C om m e rc e  C om m ittee  
S ta te  C ap ito l, R o o m  2 4  
Juneau , A la s k a  9 9 8 0 1  - 1 1 8 2

R e : H B  2 1 8

D e a r  R ep re sen ta tiv e  R ok eb e rg :

I  am  w rit in g  to y ou  on  b e h a lf  o f  S ta te  F a rm  rega rd ing  H ou se  B i l l 2 1 8 , w h ich  is o f  c ou rse , the 
O m n ibu s b ill f ro m  the D iv is io n  o f  In su rance . W e  have a sp ec ific  conce rn  rega rd ing  the tim e p e rio d  set 
fo rth  in S ec tion  9  o f  this b ill fo r  m ain tenance o f  reco rd s . T h is  section  w ou ld  requ ire  us to  m ain ta in  o u r 
A laska  records fo r  10 years. Th is is a substantia lly longe r period o f  tim e  than any o th e r state in the coun try  
requires. M os t states requ ire maintenance o f  records fo r  2 -3  yea rs . T h e  N A IC  m od e l le g is la tion  p rop o se s  
a tim e  p e r io d  o f  tw o  yea rs . N ew  Y o r k  requ ires that reco rd s  be kep t fo r  s ix  y ea rs , w h ich  is the longest 
p e riod  o f  tim e o f  any o the r state in the coun try .

W e  have d iscussed  this issue w ith  the D ire c to r  o f  the D iv is io n  o f  In su ran ce  and she is ag reeab le  
to reduc ing  this tim e pe riod  from  ten yea rs  to  5 y ea rs  and w e s im p ly  ask y o u r assis tance in d o in g  so.

O n e  o f  the th ings w e a re  g ra v e ly  concerned  abou t is the substan tia l dec rease  in the num be r o f  
in su ran ce  com pan ies se llin g  au tom ob ile  insu rance in A la ska . B e tw een  198 8  and 1 9 9 5 , the n um be r o f  
active insurance companies se llin g  au tom ob ile  insu rance in A la sk a  went from  91 to 6 3 . W h i le  w e  do  not 
k n ow  a ll o f  the reasons fo r  this s tagge ring  dec rease , w e do  kn ow  that the c rea tion  o f  requ irem en ts  fo r  
reco rd  keep ing  that a re  so  sub stan tia lly  beyond  that o f  any o th e r state cannot he lp . W e  u rg e  y ou  as w e ll 
as other m em bers o f  the com m ittee  to su pp o rt this s im p le  change, w h ich  w e aga in  b e lie v e  the D ire c to r  is 
in ag reem en t w ith . T hank  you .

S in ce re ly ,

L E S S M E IE R  &  W IN T E R S

B y :
M ich ae l L . L e s sm e ie r

MLL/mn
l5-6.nr42497.wpd
cc: Members o f the Labor & Commerce Committee
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I UxJjwy Beach /  Marianne Burke 
< tn e  of Alaska Division of Insurance 

\ /  : 601 C Street - Suite 1324
/Vnchorage. AK 99503*5948 
j h: (907) 269-7900 
f ix; (907) 269-7912

Low BUker 
/ictna Life "c Casualty 
r 300 B Sweet. Suite 205 
tincborage. AK 99503 
| fa; (907) 563*0433 
lix: (907) 561*2362

Cecil D. Bykcrk, Ciuirpenen 
Mutual of Omaha Ins. Co. 
Mutual of Omaha Plaza 
Omaha. NE 68175 
|fa: (402)351*2534 
lax: (402) 351-2465

J

I latberine Campbell E *  ~ 'c>
y*uc of Alaska Division of Insurance 
: 33 Willoughby 
. unean, AK 99801 
jh; (907)465-4607 
lax: (907) 465-3422

inleen
i  Mufti Gallagher 
New York Life Ins. Co. 
;:i Madison Avenue 
.Mew York. NY 10010 
jh: (212) 576-7807 
ax; (212) 576-4473

fy*c\h& f\y{L

j U)'{& ‘■‘die 
! j(j~i) 3 7 6  -  zs>59

t / / r t f/s ' /

9->-V \ — / "5 l> "5 °7

Chester Lozowski 
•iooeei Financial Services 
750 East Golf Road 

Schaumburg. IL 60173 
;h : (847) 413-7328 
ax: (847) 413-7198

loberr Niebrugge, Vice Chairperson 
k>x4l87
1521 Sky Ranch Loop 
Miner, AK 99645 

(907) 746-3256 
ax: (907)745*3110

in) Tysver
Blue Cross of Washington & Alaska 
/00I 220rh Sweet ■ BIdg. 3 
Mounthke Temoe, WA 98043-2124 
ph: (200)670-4553 
fax: (206)670-1900

y / 'V efV

Exocutaiy (Cindy or Richard) 
526 Cordova #10!
Anchorage, AK 99501 
ph: (907)272-1084 
fax: (907) 272-WW

I'.en Snider
Comprehensive Health Insurance Association 
P.O. Box 240723 
Anchorage, AK 99524-0723 
ph; (907) 248-9991

’



03 '26 -97 17 :48 ©202824 1686 PDRi:i-HI"IRE ©001

Health in su ra n ce  Association of A m e ric a

P o a t - i t  ‘ Fa x  N o te  7 6 ?  1

L I ' * -  V r “ 'MEMO

DATE:

TO'

FROM:

March 26, 1997

H £ f - ¥ i c 7 ~

Prom M l P3ĝ
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Katherine Campbell, Alaska Division of Insurance 

Bill Wellei

; J L I  I ■ \ . j >s vij M a n d a t e s  tot i i e a i t n  i n s u r a n c e

Senate B i11 No ^or tains seel ions 14 and 15 wmch aeal .vith mio’rnum 

reserve s*anriarris fr-r h salfh insurance. They are patterned after the NAIC, 

mode! which HIAA supr:orts_ I do have several questions with regards to the 

wording of section, 15, particularly amendments to Section 21.18 082 on Policy 

Reserves.

Since this is a new lew :or Alaska, we would ask lhat the minimum standards in 

the law be limited to prospective application This means that previously issued 

contracts would be subject to the requirements of Section 21.18.080 which 

specifies an adequate reserve based on a gross premium valuation II would 

allow for the use of ter,, motion rates and interest rates which had been usee in 

prior reserve reporting which do not meet the minimum standards in 21.18 062 

W e  would find acceptable a provision which required reserves for previously 

•ssueo policies to be based on assumptions approved by the Commissioner, or if 
Alaska has net requirec such the Commissioner of the Stale of domicile, for year 

end 199S. This would < void de-strengthening of reserves.

Section 21.18.082(g) sr ould reed “Except as provided in (d), or (n) - (k) of this 

section..." This is need id since (d) provides for the use of termination rates is 

situations other than LTC

Section 21 18 082(g)(1) and (2) should change ' individual disability income 

policy" to “health insurance policy" since this law applies to “ail individual and 

group health insurance oolicies” per (a) of this section.

Section 21.18.082(g)(3) should be changed so that (A) ends after 'without 

projection:’, the next poition of (A; becomes '(B) a lapse assumption for policy 

durations one through four equal to the lesser of 80 percent of the voluntary 

lapse rate used in the calculation of gross premiums or eight percent; and’ with 

current (b) changed to (3 )  wifh no change in wording. This would make it clear

555 13th Street, N'V Washington. D.C 20004-! 109 202/824-1600
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that the mortality assumption in (A) is in addition to both of the voluntary lapse 
assum ptions in (B ) and (C).

P le a s e  let me Know if you have any questions about the se  comments. W e are 
willing to a s s i s t  drafting the nece ssa ry  amendments to the bill to make these 
corrections. My number is  2 0 2 -8 2 4 -1 7 0 3 .  My fax number is 2 0 2 -8 2 4 -1 6 6 8 .

c/c: Beth oweet, HIA<\



A M E N D M E N T  

O F F E R E D  IN  T H E  H O U S E  

T O : C S S B  1 0 4 (F IN )  am

1 P a g e  7 4 ,  lin e  3 1 , th ro u g h  p ag e  7 5 ,  lin e  14 :

2  D e le t e  a l l  m a te r ia l and  in se rt :

3  " *  S e c . 114. A S  2 8 . 4 0 . 1 0 0 ( a ) ( 2 2 )  is am ended  to  re ad :

4  ( 2 2 )  "u nd e rin su red  m o to r  v e h ic le "  m eans a m o to r  v e h ic le  lic e n s e d  f o r

5  h ig hw ay  use w ith  respect to  ow ne rsh ip , o p e ra tio n , m ain tenance , o r  u se  f o r  w h ich  there

6  is a  b o d i ly  in ju ry  o r  p ro p e r ty  d am age  in su ran ce  p o lic y  o r  a b o n d  a p p lic a b le  at the

7  t im e  o f  an  a c c id e n t and the am ou n t o f  in su ran ce  o r  b on d

8 (A )  is le ss  than  the a m o u n t  th e  c o v e re d  p e r s o n  is  le g a l ly

9  e n t i t le d  t o  r e c o v e r  f o r  b o d i lv  i n ju r y  o r  p r o p e r t y  d a m a g e  f r o m  th e  p e r s o n

10  w h o  is  u n in s u r e d  o r  u n d e r in s u r e d  [ L IM IT  F O R  U N IN S U R E D  A N D

11 U N D E R IN S U R E D  C O V E R A G E  O F  T H E  IN S U R E D ’ S  P O L IC Y ;  O R

12 (B )  H A S  B E E N  R E D U C E D  B Y  P A Y M E N T S  T O  P E R S O N S

13 O T H E R  T H A N  A N  IN S U R E D , IN J U R E D  IN  A N  A C C ID E N T ,  T O  L E S S

14 T H A N  T H E  L IM IT  F O R  U N IN S U R E D  A N D  U N D E R IN S U R E D

15 C O V E R A G E  O F  T H E  IN S U R E D ’ S  P O L IC Y ] ; "

16  P a g e  7 5 , line~. 1 6 - 1 7 :

17  D e le te  "A S  2 8 . 2 0 .4 4 5 ( c ) ,  2 8 .2 0 .4 4 5 (h ) ;  A S  2 8 .2 2 .2 1 1 ;  and  A S  2 8 . 4 0 . 1 0 0 ( a ) ( 2 2 ) "

18 In s e r t  "A S  2 8 . 2 0 .4 4 5 ( h ) ;  and A S  2 8 .2 2 .2 1 1 "
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X A M E N D M E N T

O F F E R E D ^ n jJ H E ^ S -E N A 'T E  

TO:CSSBl04(FE4-)^

0-LS0407\K. 1
Ford

4/28/97

Oft ^

P a g e  2 ,  l in e  4 :

D e le t e  " 1 1 1  - 1 1 7 , a n d  1 2 0 "

In s e r t  " 1 1 1 ,  1 1 2 , 1 1 4  - 1 1 8 , a n d  1 2 1 "

0
P a g e  7 4 ,  f o l l o w in g  lin e  2 2 :

In s e r t  a  n ew  b i l l  s e c t io n  to  re ad :

" *  S e c . 1 1 3 .  A S  2 8 . 2 0 .4 4 0  is am en d e d  b y  a d d in g  a  n ew  s u b s e c t io n  to  re ad :

(1 ) N o tw ith s ta n d in g  an y  o th e r  p ro v is io n s  o f  la w , a  p e rs o n  w h o  re s id e s  in the 

s am e  h o u s e h o ld  as the  p e rs o n  n am e d  as in s u re d  o r  a  p e rs o n  w h o  is a  re la t iv e  o f  the  

p e rs o n  n a m e d  as in su re d  s h a ’ l  b e  e x c lu d e d  f r o m  c o v e ra g e  u n d e r  a  m o to r  v e h ic le  

l i a b i l i t y  p o l ic y  i f  the p e rs o n  n am ed  as in s u re d  re q u e s ts  th a t th a t p e rs o n  be  e x c lu d e d  

f r o m  c o v e ra g e ."

12 R e n u m b e r  th e  f o l lo w in g  b il l  se c t io n s  a cco rd in g ly .

13 P a g e  7 4 ,  l in e  3 0 :

14 D e le t e  " 1 1 7 ,  1 1 8 , a n d  1 2 0 "

15 In s e n  " 1 1 8 ,  1 1 9 , a n d  1 2 1 "

16

17

18

P ag e  7 5 ,  l in e  1:

D e le t e  " S e c t io n  1 1 4 "  

In s e n  " S e c t io n  1 1 5 "

-1-
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ALASKA STATE LEGISLATURE 
House of Representatives

C044KTTEG ASSIGNMENTS
04.4 CAS CHA*MANLABOR 4 COMMERCE. VICE CMA« MANAOMsnunvE regulation review, vice chaamanHEALTH EDUCATION t  SOCIAL SERVICES. MEMBER
econcmc development, member

Representative Norman Rokeberg

JUST THE FAX

NTER44718 WEST-TTH AVENUE. SUITE MO ANCHORAGE. AK 88601 PHONE; 007)2014101 FAX 007) 2S4-281C
SESSION:STATE CAPITOL JUNEAU. AK 48401.1142 PHONE.' 0O7I486-4OM FAX 007)405-2040

Date:.

TO:

FAX: Telephone

FROM: Representative Norman Rokeberg

FAX: (907) 258-2916
/

Telephone: (907)258-8191

Number of Pages: / 3  (including this page)

/a a S  /  /
Comments:

tfave JA. N ice Vay
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DEPARTMENT OF NATURAL RESOURCES
SUPPORT SE R V IC E S D I V I S I O N

O c t o b e r  1 5 ,  1 9 9 7

S ta te  R e co rd e r 's  O f f i c e  
3601 "C" S t r e e t ,  S u ite  1180 
Anchorage, AK 99503-5947 
Ph: (907) 269-8882
Fax: (907) 269-8912

T O N Y  K N O W L E S , G O V E R N O R

D e a r  C u s t o m e r :

A s  a  p a r t i c i p a n t  i n  t h e  R e c o r d e r ' s  O f f i c e  s t a k e h o l d e r  m e e t i n g s ,  y o u  

w e r e  r e c e n t l y  p r o v i d e d  w i t h  a  s u m m a r y  o f  t h e  m e e t i n g  r e s u l t s  b y  t h e  

f a c i l i t a t o r .  T h a n k  y o u  f o r  p a r t i c i p a t i n g  i n  t h o s e  m e e t i n g s  a n d  f o r  

i d e n t i f y i n g  a d d i t i o n a l  d a t a  r e q u i r e m e n t s ,  r e p o r t i n g  r e q u i r e m e n t s ,  

a n d  o t h e r  i s s u e s  o f  c o n c e r n  t h a t  y o u  h a v e  w i t h  t h e  r e c o r d i n g  

f u n c t i o n .

T h e  D e p a r t m e n t  h a s  c a r e f u l l y  e x a m i n e d  e a c h  e l e m e n t  o r  i s s u e  r a i s e d  

a t  t h e  m e e t i n g s .  W e  h a v e  i d e n t i f i e d  w h e r e  p o s s i b l e  t h e  o p e r a t i o n a l  

c o n c e r n s  r e l a t e d  t o  e a c h  i t e m  a n d  h a v e  o u t l i n e d  t h e  a d d i t i o n a l  

r e s o u r c e s  a n d / o r  s y s t e m  m o d i f i c a t i o n s  t h a t  w o u l d  b e  n e c e s s a r y .  T h e  

a t t a c h e d  m a t r i x  i s  a  s u m m a r y  o f  t h a t  e f f o r t .  ( I t e m s  o n  t h e  m a t r i x

a r e  p r e s e n t e d  i n  t h e  s a m e  o r d e r  t h e y  w e  r e  d i s c u s s e d  a t  t h e  

s t a t e w i d e  m e e t i n g s ,  a s  i n c l u d e d  i n  t h e  p r i o r  p a c k e t  o f  m a t e r i a l s

d i s t r i b u t e d  b y  t h e  f a c i l i t a t o r  l a s t  w e e k . )

A s  y o u  w i l l  o b s e r v e  f r c m  r e v i e w i n g  t h e  m a t r i x ,  s o m e  o f  t h e  i t e m s

r a i s e d  i n  t h e  p u b l i c  m e e t i n g s  a r e  w i t h i n  t h e  D e p a r t m e n t ' s  d i r e c t  

c o n t r o l  a n d  c a n  b e  i m p l e m e n t e d  w i t h  m i n i m a l  a d d i t i o n a l  r e s o u r c e s  

a n d  f u n d i n g .  I n  s o m e  c a s e s ,  s o l u t i o n s  w o u l d  r e d u c e  e m p l o y e e  t i m e  

t o  p r o v i d e  t h e  s e r v i c e  a n d  s p e e d  u p  y o u r  a c t i v i t i e s .  F o r  m o s t  

i t e m s ,  h o w e v e r ,  w e  f a c e  t e c h n o l o g i c a l  c o n s t r a i n t s .  I n  t h e s e  c a s e s ,  

a l t e r n a t i v e s  w i l l  h a v e  t o  b e  i d e n t i f i e d  a n d  c o s t s  d e f i n e d  b e f o r e  

s o l u t i o n s  c a n  b e  p u r s u e d ,  a n d  f u l l  s u p p o r t  b y  o u r  u s e r  g r o u p s  w i l l  

b e  c r i t i c a l .

O u r  d e s i r e  i s  t o  p r o v i d e  t h e  b e s t  p o s s i b l e  s e r v i c e  t o  y o u  w i t h  t h e  

r e s o u r c e s  c u r r e n t l y  a v a i l a b l e  t o  u s .  T h e  p u b l i c  c o m m e n t  p r o c e s s  

w a s  t h e  f i r s t  s t e p  i n  d e f i n i n g  c h a n g e s  d e s i r e d  b y  o u r  c u s t o m e r s .  

T h e  n e x t  s t e p  w i l l  i n v o l v e  w o r k i n g  w i t h  y o u  t o  m o r e  f u l l y  

u n d e r s t a n d  t h e  p r o b l e m s  a n d  e x p l o r e  p o s s i b l e  s o l u t i o n s .  W e  w i l l  b e  

c o n t a c t i n g  y o u  t o  d i s c u s s  s o m e  o f  o u r  o p t i o n s .  A g a i n ,  t h a n k  y o u  

f o r  p a r t i c i p a t i n g  i n  t h e  s t a k e h o l d e r  m e e t i n g s .

S i n c e r e l y ,

S h a r o n  Y o u n g  0  

S t a t e  R e c o r d e r

E n e l .

10 J18LH pMMfnrl on r»*ry» livl p.jpw Ii V C D



DRAFT

D E P A R T M E N T  O F  N A T U R A L  R ESO U RC ES 
Support Services Division 

RECORDER’ S/UCC SECTION

S t a t e  o f  A l a s k a

OVERVIEW OF STAKEHOLDER MEETINGS
T n is  d o c u m e n t  is  in te n d e d  to  be  a  w o rk in g  d o c u m en t an d  is  b e in g  d is t r ib u te d  in  d ra f t  fo rm a t . S u b se q u e n t 
m e e t in g s  w ith  r e c o rd in g  s y s tem  u se rs  w i l l  s e rv e  to  r e f in e  a n d  m o d i fy  a c t io n  p la n s  as a d d it io n a l 
in fo rm a t io n  b e c o m e s  a v a i la b le .

T h e  f o l lo w in g  ta b le s  a d d re s s  the  p o in ts  ra is e d  in  the s ta k e h o ld e r  m e e t in g s  c o n d u c te d  in  A u g u s t and  
S e p te m b e r . A l l  c o m m e n ts  in  th e se  ta b le s  a re  b a sed  o n  th e  c a p a b i li t ie s  a f fo rd e d  b y  the  c u r re n t  s y s tem  
w ith in  D N R  o f f i c e s  o n ly .  S o m e  item s , su ch  as a d d it io n a l re p o r t in g  fu n c t io n s , c an  p e rh a p s  be p u rc h a se d  
f o r  a  fe e  d ire c t  f r o m  th e  c u rre n t c o n t ra c to r  w ith o u t b e in g  a v a i la b le  to  re c o rd in g  fa c i li t ie s . I t  s h o u ld  be  
n o ted  th a t th e  re c o rd in g  d a ta b a se  an d  th e  U C C  d a tab a se  d o  n o t c o n n ec t . In fo rm a t io n  d is p la y e d  in  o n e  
d a tab a se  d o e s  n o t  r e f le c t  in  th e  o th e r  a n d  e a ch  d a tab a se  m u s t be  re v ie w e d  s e p a ra te ly . Im p a c t o f  e a c h  item  
m u st be  m u lt ip l i e d  t im e s  the  p e rc e n ta g e  o f  d o c u m en ts  ta k e n  s ta tew id e  w h ic h  w o u ld  b e  im p a c te d . E a c h  
o f  the  item s  id e n t i f ie d  in  G ro u p  I a re  u n iq u e  d a ta  e le m e n ts  w h ic h  w o u ld  a f fe c t  a  f lu c tu a t in g  p o r t io n  o f  a l l  
re c o rd in g s . U n iq u e  ite m s  w h ic h  a re  n o t  c o m m o n  to  a l l  d o c u m e n ts  re c o rd e d  h a v e  an  in c re a s e d  l i k e l ih o o d  
o f  e r r o r  o r  o m is s io n  b e c au se  th e y  a re  n o t c o n s is te n t ly  a p p lie d  to  a l l  re c o rd in g s  and  w o u ld  a ls o  s lo w  d ow n  
the  in d e x in g  p ro c e s s  i f  in d e x  c r i t e r ia  w a s  e x p a n d e d  to  in c lu d e  a  h ig h  n u m b e r o f  u n iq u e  e lem e n ts  in  
a d d it io n  to  th e  s ta n d a rd  e le m e n ts  c u r re n t ly  b e in g  k e y e d . T im e  s tu d ie s  a lr e a d y  d e m on s t ra te  th a t 
p ro c e d u ra l a n o m a lie s  h a v e  a  h ig h e r  p e rc e n ta g e  o f  p ro c e s s in g  e r ro r s  d e sp ite  e x is t in g  m a n u a l a n d  la b o r  
in te n s iv e  c ro s s  c h e c k s  in te n d e d  to  ca tch  th em . S e v e ra l o f  th e  item s  su gg e s te d  in  th e  f i r s t  g ro u p  g o  b e y o n d  
t ra c k in g  b a s ic  in d e x  in fo rm a t io n  in  o rd e r  to  a cce ss  th e  d o c u m en t f o r  fu r th e r  re v ie w . T h e  d o c u m en t 
re p re s e n ts  th e  p u b lic  re c o rd , a n d  th e  in d e x  is  o n ly  a n  a c c e ss  t o o l .  T h e  a g e n c y  su p p o r ts  e f f o r t s  th a t fo c u s  
o n  e x p lo r n g  m e th o d s  to  m a k e  th e  d o c u m e n t i t s e l f  m o re  a c c e s s ib le  to  u se rs .

* N O T E : T h e  s ta te  o p e ra te s  th e  s ta tew id e  re c o rd in g  s y s tem  and  the  U n i fo rm  C o m m e rc ia l C o d e  c e n tra l 
f i le  s y s te m , in c lu d in g  a l l  r e c o rd a t io n , in d e x in g , f i lm in g  and  lib r a r y  fu n c t io n s  and  p ro c e s s e s . T h e  p r iv a te  
th ird  p a r ty  c o n t ra c to r  (M o t z n ik  C o m p u te r  S e rv ic e s , In c . )  p e r fo rm s  d a ta  p ro c e s s in g  an d  m a in ta in s  an  
a u tom a te d  in d e x in g  s y s te m  f o r  the s ta te . R e s o u rc e s  to  im p le m e n t  u s e r d e s ire d  c h an g e s  c o u ld  im p a c t a n y  
o r  a l l  o f  th e se  fu n c t io n s . T a b le  re fe re n c e s  to  “ P ro g ra m  R e v is io n s ”  in  c o lu m n  f iv e  ( 5 )  p e r ta in  to  s y s tem  
ch an g e s  b y  th e  p r iv a te  c o n t ra c to r  w h ic h  a re  n o t w ith in  th e  s ta te ’ s d ire c t c o n t r o l .


